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Huge oil spill 

as tanker 

breaks up off 
Australia 

A Greek tanker broke up and 
leaked 10,000-20,000 tonnes of 
fight erode oil into the sea off 
the west coast of Australia, 
creating a spill estimated to 
be eight miles long and 1,000 
yards wide. The crew were res- 
cued after a fire broke out on 
board. Page 4 

Talks on Iraq embargo 

Senior UN representatives win 
today consider whether to 
allow a temporary suspension 
of the embargo on Iraqi oil 
sales in order to finance 
imports of food and medicine. 
Page 14 

Minister may resign 

South Africa’s law and order ' 
minister Adxiaan Vlok said 
he is considising resigning 
over covert police payments 
to the Infratha Freedom Party, 
mafn rfvals of tTig. Af rican 

National Congress. Opposition 
call, page 4 

Cn s son 's rating slumps 

The dpHirrmg pop ularity of 

French prime miniatm- Edith 
Cresson was confirmed In a 
weekend poll giving her one 
of the worst results of any 
French premier in recent his- 
tory. Page 2 

Bush faces China test 

President Bush faces a stiff 
challenge to his China policy, 
wtth Senate Democrats seeking 
to attach conditions to the 
renewal of “most favoured 
nation" trade status. Page 4 

Croat recruits killed 

A suspected Serbian gunman 
killed three police recruits in 
eastern Croatia hoars before 
president Franjo Tudjman vis- 
ited the region to discuss eth- 
nic violence in his republic. 
Crisis summit, page 2 

Afghan peace scorned 

Mujahideen guerrillas agreed 
to press for a military victory 
in the Afghan war, virtually 
dismissing a UN peace plan 
■ for a ceasefire. 

Umbrella murder plea 

Sofia will ask Moscow to extra- 
dite h Bulgarian interior minis; : - 
try general linked to the “pot- 
son umbrella” murder of exiled 
dissident Georgi Markov in 
London 13 years ago. 

Salvador power struggle 

El Salvador's governing Arena 
party faces a bitter power 
struggle following an 
announcement that its 
founder, Roberto D'Aubirisson, 
has ter minal cancer. 

F?re on French carrier 

fire broke ont in the aircraft 
hangar of the Clemenceau, one 
of France's two aircraft carri- 
ers, in Toulon. Nobody was 
seriously hurt 

Labour chief accused 

Bob Hogg, national secretary 
of Australia’s ruling Labour 
party, has been charged with 
breaching electoral laws by 
failing to disclose thousands 
of small donations. 

Soman ceasefire deal 

Six political groups from Soma- 
lia announced agreement in 
Djibouti on a ceasefire in their 
war-torn country. They named 
All Mahdi Mobaroed to lead 
an interim government 

Executions in Canton 

Nineteen people were executed 
in the south China city of Can- 
ton for robbery and murder. 

Prize catch 

Fisherman Rene Pouzolle 
caught a wrecked Mirage air- 
craft in his nets when trawling 
off the French Mediterranean 
port of Site. The fighter 
crashed 11 years ago. ... 

Australian wins Open 

Australian golfer Ian Baker 
Finch clinched the first big 
title of his career when he won 
the British Open at Royal Biric- 
dale by two Shots over his com- 
patriot Mike Harwood. 


Business Summary 


European car 
chief warns 
of massive 
job losses 

The European C ommuni ty 
faces the loss of “several hun- 
dred thousand" jobs through 
European motor industry 
restructuring to fend off the 
Japanese, according to Ray- 
mond Levy; president of the 
European car industry lobby 
i Acea mWI chairman of 


owned car group. Page 14 

MULTINATIONAL companies’ 
foreign investments have been 

thanwoiid trade since 1983 
and promise to be the crucial 
foctor fuelling world economic 
growth in the 1990s, according 
to a study by the United 
Nations Centre on Transna- 
tional Corporations (CTQ. 

Page 14 

EUROPEAN MONETARY SYS- 
TEM - Members of the 
exchang e rate mechanism rrKP 
sharply against the dollar and 
Japanese yen, dragged up by 
speculation about higher Ger- 
man interest rates. The D-Mark 
showed little movement within 
the ERM however, while ster- 
ling traded steadily in the top 
half of the system. Hie French 
franc remained second weak- 
est, on speculation that encour- 
aging inflationary trends will 
result in lower French interest 
rates. Currencies, Page 25 
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The chart shows the member 
currencies of the exchange rate 
mechanism measured against 
the weakest , currency in the 
RMS's narrow 235 per cem fluc- 
tuation band. In practice, cur- 
rencies m the EMS narrow 
band cannot rise more than 
235 per cent from the weakest 
currency m that part of the sys- 
tem. Sterling and the Spanish 
peseta operate with 6 per cent 
fluctuation bands. 

MOODY'S, one of the large 
Wall Street rating agencies,' . 
is to downgrade the ratings 
of six big US insurance compa- 
nies. They are: John Hancock 
Mutual Life Insurance; Massa- 
chusetts Mutual; Principal 
Mutual; Mutual Life Insurance 
Company of New York; New 
England Mutual Life Insurance 
and Travelers Insurance. 

Page 15 

TACE: Thermo Electron, a US 
environmental group, will this 
week decide whether to 
increase its offer for the envi- 
ronmental control equipment 
maker after the claim by Cam- 
bridge Electronic Industries 
to have won the hid battle. 

Page 15 

UK ECONOMY: The Confedera- 
tion of British Industry/Hnan- 
dal Times survey of the dis- 
tributive trades shows that 
there was no further worsen- 
ing in retail sales volumes 
between May and June, while 
wholesale trade last month 
fell at its slowest rate this 
year. Page 14; Details, 

Page6 

BANCO ESPANOL de Credito 
(Banesto), one of Spain's larg- 
est commercial banks, has 
reported first half pre-tax prof- 
its in its financial group Of 
Pta24-7bn ($225m), down 38 
per cent on the first six months 
of 1990. Page 17 


Bank presses 
Abu Dhabi on 
BCCI wind-up 


By Richard Waters in London 

THE Bank of England was 
trying last night to persuade 
the majority shareholder of 
Bank of Credit and Commerce 
International, Sheikh Zayed 
bin Sultan al-Nahyan, ruler of 
Abu Dhabi, to agree to a for- 
mal winding up of the hank, as 
fresh claims emerged that the 
authorities had acted too bast- 
fly when they closed BCCL 

The sheikh hag footed his 
intention to oppose the wind- 
ing up petition, which will he 
heard m the High Court in 
London today. Four law firms 
acting for depositors of the 
bank are expected to oppose 
the winding up order as welL 

The Bank has based its case 
for acting against BCCI on an 
unpublished report from Price 
Waterhouse, the bank's audi- 
tors. The report pointed to sig- 
nificant new fraud which left it 
with no option but to close 
BCCL the Bank ha« gpiH. 

However, three people who 
have read the repeat said yes- 
terday that It contained no evi- 
dence of new Bauds carried 
out at the bank since last Octo- 
ber. 

The three people, who 
tteriinpri to be nawiPH but who 
have read the report indepen- 
dently of earii Other, Jffp d that 
it revealed substantial past 
fraud at BCCL and that much 
of the evidence for thfa had 
only been discovered recently. 

They disagreed with the 
Bank’s riflim, though that it 
showed new frauds which 


BANK SHUTDOWN 

■ BCC(E) may take over 
Pakistan branches.... Page 5 

■ Auditors' concern Page 5 

■ Editorial Comment, Page 12 


demanded drastic action by the 
banking regulators. One said 
that the report showed that old 
frauds at the bank had had 
repurcussions which extended 
beyond last October. 

The banking regulators were 
aware of significant problems 
at the bank last year, but 
believed that the situation had 
been rectified. The Bank of 
England's rfaim that substan- 
tial new frauds emerged at the 
bank later is central to its case 
for closing BCCI so hurriedly, 
without first consulting its 
majority shareholder. 

The Bank of England was 
forced last week to hand aver 
copies of the Price Waterhouse 
report, carried out under sec- 
tion 41 of the Banking Act, to 
representatives of BCCI’s 
shareholders, directors and 
creditors. 

The winding up hearing hn« 
been brought forward to today 
at the request of the Bank of 
England, which says it wants 
to speed up compensation pay- 
ments to depositors of BCCTs 
UK branches. 

Sheikh Zayed’a representa- 
tives argue that winding up 


the bank in a rush would pre- 
vent a possible rescue of parts 
of the group by the Sheikh, 
who had been prepared before 
the closure to put more capital 
into the bank. The Abu Dhabi- 
based BCCE conditionally 
approved a takeover on Satur- 
day of BCCI’s three blanches 
in Pakistan, prompting sugges- 
tions that attempts are bring 
made to construct a new, 
regional bank out of the 
remains of BCCL 

The Bank of England was 
trying yesterday to persuade 
the Sheikh that a winding up 
order would not prevent a 
future recapitalisation of part 
or all of the hank. 

It would be possible to 
return to court to have the 
terms of the whu W n g np order 
varied, it said. - 

Other opposition today will 
come from four law firms, 
including Richards Butler, 
which said it spoke for deposi- 
tors owed 1250m. by the bank. 
Pritchard Englefield & Tobin 
will appear on behalf of UK 
local authorities, which are 
believed to have had £70m 
deposited in BCCI when it was 
dosed. 

Mr Mourad Fleming, of Rich- 
ards Butler, paid that he would 
be seeking a 30-day delay in 
the winding up hearing to give 
more tfmp to consider the evi- 
dence. Lawyers representing 
creditors received the Price 
Waterhouse report only on 
Thnnday evening. 


Major under pressure to testify 


By hro Dawnay, Political Correspondent 


Britain’s opposition parties 
will today press Mr John 
Major, the prime minister, and 
Mr Norman Tjnnnnf the chan- 
cellor, to testify publicly in the 
forthcoming inquiry into BCCL 
following fresh allegations at 
the weekend. 

With • the Independent 
inquiry’s exact remit and 
phairmaroiMp still not fedfed 
last night. Labour stepped up 
the pressure on Mr Major to 
detail what he knew of the 
bank’s affairs both as chancel- 


lor and as prime minister. 

One Cabinet minister indi- 
cated that the government had 
hoped its inquiry announce- 
ment cm Friday would help to 
allay the growing clamour over 
the BCCI case. But he con- 
ceded .yesterday: “It is. dearly 
not goingto go away 

Yesterday, Mr Roy Hatters- 
ley. Labour's deputy leader, 
argued that when concern 
about BCCI shifted in January 
1990 from security matters 
related to terrorism to banking 


Issues, Mr Major, as the then 
chancellor, must have been 
informed. 

“The question is how mm* 
the then chancellor bears 
responsibility for what has 
happened over the past 18 
months " he. said.. 

Demanding a~ farther state 
ment to' the ^Commons this 
week, Mr Hatterstey said that 
Mr Lament must explain who 
would nhair the inquiry, what 
Its powers and terms of refer 
Continued an Page 14 


Yeltsin bans Co mmunis t 
cells in Russian republic 


By Leyla Boulton in Moscow 

A DECREE by Russian 
president Boris Yeltsin ban- 
ning Communist ceQs from all 
enterprises and local govern- 
ment in Russia has dealt a 
body-blow to the Communist 
party at the start of a week in 
which it is to consider its very 
survival . 

The decree, issued at the 
weekend, ai»> requires manag- 
ers and government ntfirfals to 
follow state law only and 
ignore orders from the party. 

For decades, the party’s 
offices, or cells, to every fac- 
tory and council have helped 
maintain the Communists’ iron 




rule over everyday life in Rus- 
sia and other Soviet republics. 

Although some of thpy> nefla 
have been abolished on local 
initiative, thousands of 
so-called primary party struc- 
tures remain in Industry, local 
government and agriculture. 
Some continue to influence 
policy, while others are seek- 
ing a new role for themselves. 

The decree, which is likely to 
spark angry resistance from 
the Communist establishment 
and possibly even from Presir 
dent Mikhail Gorbachev, is 
only a first step in Mr Yeltsin's 
long-promised campaign to - 
extricate the party from state 
organs and the economy in the 



Yeltsin: dealing a body- 
blow to the Communists 

largest Soviet republic. 

Mr Yeltsin also asked the 
Russian parliament to submit 
to the Soviet legislature a Mil 
on thn “depoliticisation" of the 
centrally run Supreme Court, 
the army and the KGB. 

This particular decree Is 
clearly timed to influence a 
crucial twoday meeting of the 
Communist party’s central 
committee, starting on Thurs- 
day. The plenum will be asked 
to approve a radical new pro- 
gramme embracing private 


property - as part of a mixed 
economy - and political plu- 
ralism. 

The vote on the draft pro- 
gramme will in turn help deter- 
mine whether liberal Commu- 
nists remain in a renewed 
party or joi n alter native groups 
offering an attractive way out 
for disgruntled party members. 

The move by Mr Yeltsin is 
likely to divide the party even 
more and force hardliners to 
choose between fighting back 
or giving in to change. 

One alternative to the party 
is the Democratic Reform 
Movement, launched by Mr 
Eduard Shevardnadze, the for- 
mer foreign minister who left 
the party, and liberal Commu- 
nists close to Mr Gorbachev. 

Some movement founders 
say it will turn itself into a 
party in September, even 
though others, such as Mr 
Arkady Volsky, head of the 
Soviet employers’ organisation, 
and Mr Ateomdr Yakovlev, a 
presidential adviser, have 
apparently not yet decided 
whether to leave the party. 

Ultra-conservatives such as 
Ms Nina Andreeva, whose 
political views have mad** her 
the most famous schoolteacher 

Continued on Page 14 
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THE MONDAY INTERVIEW 

Helmut Schlesinger 
becomes president 
next month of Ger- 
many's Bundesbank, 
one of the most pow- 
erful jobs in' Interna- 
tional economic 
policymaking. As Ger 
many tussles with eco 
nomic turbulence. It is 
a task likely to test the 
stamina arid obduracy 
for which he Is noted. 


FT SURVEYS THIS WEEK 





Page SO 

Businessman's Diary — 

10 

d«ii .... 

Intt. Capital Markets — 

19 

Companies 

Britain 

11-19 

. M 

SO 

Lsttsrs 

13 


Management 

_ 8 

Companies-' 

1S-17 

Editorial Comment — _ 

12 

Monday Rage . — 

Money Markets 

30 

25 

World Guide 

BuDdino Contracts _ 

11 

10 


18 


12 

Financial Diary 

10 

Stock Marts* 

20 


BCCI collapse: Attention focuses on flows in 

International regulatory agreements 12 

Israel: The building of new settlements pro 

ceeds apace — — — — 3 

Editorial Comments BCCI; The crisis in social 

work — 12 

Earobondsi The market tries to define its posi- 
tion in the face of EC regulatory moves 19 

UK Industry: The debate over short-termtem 

rages on — — — 8 

Tractor Industry: A strategy for N.H. Geotech, 

the world's largest tractor business 15 

"sun 
— 6 


UK economy: Now gloom comes , to the 


-Wall Street 20 

-London — 25 

UK Gita 1* 

US Money and Credit — It 

Unit Trusts 21-M 

Weather 14 



INTERNATIONAL CAPITAL 
MARKETS 
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■TODAY: 

JntemaUonBl c apit al markets : The 
behaviour at international 
investors suggests that the. 
already significant level in 
cross-border investment flows 
will grow still further. 

(Separate section). 

■ TOMORROW 

Pharmaceuticals : Economic 
recession has not touched the 
industry. Yet while sales and 
profits are growing last, soaring 
R&D costs and government 
moves to hold down health 
spending an forcing companies 
to seek partners for merger, 
acquisition or strategic alliance. 

■ WEDNESDAY: 

Courier and Ex pre ss Services : 
retrenchment and rationalisation 
is the order of the day In Europe. 



James Baker (left) is met at Ben Gnrion airport by Israeli foreign minister David Levy 

Israel told ‘the time 
for peace is at hand’ 


By Hugh Camegy in Jerusalem 


PRESIDENT George Bush 
yesterday stepped up the pres- 
sure on Israel to respond posi- 
tively to US proposals on the 
Middle East Speaking during a 
visit to Istanbul, Mr Bush 
iaiiwj empiiflHwiiiy for a freeze 
on Jewish settlements in the 
occupied territories and said he 
was confident Israel would 
realise "the time for peace is at 
hand". 

His pointed comments rami- 
shortly before Mr James Baker, 
US secretary of state, arrived 
in Jerusalem to test Israel’s 
reaction to the united Arab 
acceptance of Washington's 
proposals. 

Tm confident, and I hope 
it’s not mlgpiflcftri c onfidence, 
that when the secretory gets to 
Israel, -he- will find that they, 
like all these other countries, 
realise that the time for peace 
Is at hand." Mr Bush told 
journalists. 

He said the US was seeking 
to reason with Israel rather 
than pressing it But Mr Bush 
also said he was asking for a 
positive response on the ques- 
tion of settlihnents. 

“I had a one-on-one discus- 
sion with [prime minister Yit- 
zhak] Shamir months ago and 
made clear to him that the 


United States policy was that 
there be no more settlements." 
he said. 

Mr Baker, on the last leg of a 
five-nation Middle East tour, 
went into talks with Mr Sha- 
mir last night armed with 
unprecedented regional back- 
ing. Syria, Egypt, Saudi Arabia 
and Jordan are supporting his 
plan for a regional peace con- 
ference, foflowed by a series of 
negotiations on bilateral Arab- 
Israeli issues and the Palestin- 
ian problem. The last piece fell 
into place when King Hussein 
of Jordan gave his assent to Mr 
Baker in Amman yesterday 
afternoon. 

Earlier yesterday the Israeli 
ivemment rejected an offer 
Egypt, supported over the 
^weekend by the Saadis and 
Jordan, to end the Arab eco- 
nomic boycott of Israel to 
return for a settlement freeze. 
Officials said there could be no 
linkage between the issues. 
They said settlements would 
not come up for discussion 
until much later in any negoti- 
ating process. 

. However, Mr Shamir, accom- 
panied by Mr David Levy, the 
foreign minister, and Mr 
Moshe Arens, the defence min- 
ister, were seeking details of 


gover 

from 


the US and Arab positions 
from Mr Baker before making 
a fuller response. 

The government’s main sus- 
picions concern Syria, Israel's 
most radical and Implacable 
opponent, which accepted the 
US plan last weekend. There 
was also concern that the US 
was backing Israel into a 
comer. 

“What is important is that 
direct negotiations between us 
and Syria are direct negotia- 
tions between us and Syria, 
not between us and anybody 
else, not even the US," said Mr 
Binyamin Netanyahu, the dep- 
uty foreign minister. “We cer- 
tainly Mess all US efforts to 
start a process of direct negoti- 
ations, but we expect the US to 
keep its obligation to be an 
honest broker.” 

The US is asking Israel to 
drop its objections to a minor 
UN role in the peace talks and 
to any reconvening of the 
regional conference after an 
opening session. Israel thinks 
both features could bias the 
process against ft. The issue of 
who represents the Palestin- 
ians also remains to be 
overcome. 

Settlements stumbling block, 
Pages 
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Yugoslav leaders’ crisis summit today 


By Laura Sllber in Belgrade 

YUGOSLAVIA'S leaders meet today for 
a crisis summit, in an attempt to curtail 
widespread ethnic and nationalist vio- 
lence between Serbs and Croatians in 
Croatia. 

The meeting is also scheduled to con- 
sider joint efforts to staunch the coun- 
try's accelerating economic collapse. 

The state presidency, the country’s 
eight-member collective leadership, and 
the presidents of the six Yugoslav 
republics will attempt to reach an 
accord as ethnic violence threatens to 
spill over into other parts of the 
country. 

But sharp divisions remain between 
Serbia and its allies on one side and 
breakaway Croatia and Slovenia on the 
other. 

Over the weekend the leaders of Slo- 
venia and Croatia, along with the cen- 


tral republic of Bosnia-Hercegovina, 
agreed to set up a joint commission to 
overcome trade blockades. The three 
prime ministers said it was necessary to 
“connect the broken threads of eco- 
nomic cooperation to enable the free 
movement of goods and citizens across 
republic borders”. 

The weekend meeting was called by 
Bosnia, which fears an explosion of vio- 
lence flmrmg a its ethnically mixed popu- 
lation of Serbs, Croats and Slavic Mos- 
lems. 

An awareness of the sharply deterior- 
ating economic situation, exacerbated 
fay mounting ethnic conflicts, hangs 
over the agenda of today's talks In the 
town of Ohrid, Macedonia. General 
Veljko Kadflevic, federal defence minis- 
ter, gfl lti at the weekend the army bad 
given Yugoslavia’s leaders an ultima- 


tum to reach a political solution by 
August 15. 

However, the leaders of Serbia and 
Croatia, the largest republics, have only 
succeeded in heig htening ethnic ten- 
sions in an effort to rally mass support 
Ethnic-related dashes are becoming a 
daily occurrence. 

Three Croat policeman were killed by 
a lone gunman in the Croatian town of 
Daruvar, same 90km east of the repub- 
lic’s capital Zagreb, on Saturday night 

Croat police said yesterday a man 
was shot ami killed from a moving car 
while sitting in his house. Police also 
reported a man was shot after firing on 
police guards at a roadblock. Both these 
Incidents occurred in the Slavonia 
region of eastern Croatia. “In Slavonia 
bodies are rotting in the fields. We can- 
not pith them up because of the danger 


of being fired on (by Serbian guerrft 
las],” a Croatian minister said. 

During a visit yesterday to Osijek, 
the regional capital of Slavonia, Mr 
Franjo Tudjman, Croatian president, 
reiterated charges that Serbia, under 
President Slobodan Milosevic, was 
hairing terrorist atfaefra in Croatia. Mr 
Tudjman said Croatia would be mobi- 
lised to resist “terrorist actions" by the 
Chetniks, radical Serbian nationalists. 

Today’s summit of Yugoslav leaders 
follows the state presidency’s order last 
week to the federal army to withdraw 
from Slovenia. The withdrawal paves 
the way for the alpine republic to 
secede. But fearing Isolation in a rump 
Yugoslavia, Croatia has also appealed 
to tiie presidency, which is the com- 
mander in chief of the federal army, for 
the military to withdrew there too. 



Croatian defence force members flash victory signs from a track at the weekend. An hoar later they were attacked by Serbian nattonaHsta, but no one was hurt 


Integration Ecological feBXS 
S efor behind Mexican 
America border boom 

Bernd Debusmann of Reuter on 
the problems of industrialisation 

twice the minimum wage in 
Mexico City." 


Cresson’s popularity still 
plummeting in opinion polls 


By William Dawkins in Paris 

FRESH evidence of the 
declining popularity of Mrs 
Edith Cresson, France’s prime 
minis ter, emerged over the 
w eekend with an opinion poll 
giving her the one of the worst 
results of any French premia 
in recent history. 

The survey, by Hep for Le 
Journal du Dimanche, con- 
firms that Mrs Cresson’s poor 
public image, bit by France’s 
simmering social problems and 
the Impression that she is 
sometimes not an easy terms 
with members of ha govern- 
ment, is dragging down that of 
President Francois Mitterrand. 

Tiie popularity of Mr Mitter- 
rand, who appointed Mrs Cres- 
son to the Matignon in May, 
has hftjls lowest point since 
November 1985, six months 
before the Socialists lost the 
1988 general election. 


, The proportion of voters dis- 
satisfied with Mrs Cresson’s 
performance more than dou- 
bled ova the past two months, 
from 18 per cent in Jane to 87 
pa cent in July, while ha pop- 
ularity rating has fallen over 
the same period by 7 percent- 
age points to 18 per cent 

Such a low rating is almost 
unprecedented among prime-, 
ministers in the 89-year life of 
France's Fifth Republic, 
according to Mr Jean-Luc Par- 
odi, research directa for the 
national political sciences 
foundation. 

Meanwhile, the proportion 
satisfied with Mr Mitterrand’s 
perfor m ance has slipped by 7 
points to 33 pa cent from June 
.to July, while his dissatisfac- 
tion rating has risen by 6 
pants to 48 pa cent 

Common reasons for dhdllur 


sionment cited by the 1,763 
people interviewed early this 
month were rising unemploy- 
ment and a poor quality of life. 

However, Mrs Cresson has 
attracted criticism in recent 
weeks for ha outspoken views 
on Japan and how to tackle 
fnnwig ratiffl i - 

The government has also 
had to -face another round of 
urban riots, and to make 
pular decisions to curb 
spending. 

There is also evidence that 
Mrs Cresson is getting less sup- 
port from her own party. 
According to the poll, only 34 
pa cent of Socialist sympath- 
isers Interviewed had confi- 
dence In the premia, 12 points 
down cm last month, while 25 
pa cent were dissatisfied, 16 
points more than 
In June. 


Venezuela approves big 
cuts in taxation rates 


THE Venezuelan congress 
approved at the weekend big 
redactions in corporate ana 
individual tax rates, writes Joe 

IfUiffi in Har a rex; 

In one of its last acts before 
a summer recess, the congress 
lowered the maximum corpo- 
rate tax rate from 50 pa cent 
on operating profits to 30 pa 
cent, reduced maximum rates 
for mining activities and areas 
of the petroleum industry, and 
set up, an .annual jnflatlona iy 


adjustment for corporations. 

Both Venezuelan and foreign 
investors have complained for 
several years about the coun- 
try’s high corporate tax rates. 

The new rate structure 
should open the door to invest- 
ments which were placed on 
hold pending tax reform. 

The congress also raised the 
income level at which individu- 
als are required to file tax 
returns, from $813 a month to 
$5,084 (£3,100) a month. 


Peruvian power sell-off 


By Rebecca Doutton 

in Mexico City 

LATIN AMERICA took a leap 
towards regional integration 
and co-operation at the week- 
end, during the first Ibero- 
American summit 
. Twenty-three heads of state, 
friclnding 1 fliitw of Spain and 
Port ugal, attended the two-day 
summit in Guadalajara. In the 
dosing declaration the 21 
Latin Anwrinw nafj f pa reaf- 
firmed a c ommitmen t to inter- 
national law pr omised to 
promote human rights and 
Eradicate the “scourge of mis- 
ery” by the end of the century. 

'Hie leaders also proposed a 
common front in the drug war 
and the creation of a fund for 
indigenous people. An Iboo- 
American Chamber of Com- 
merce designed to facilitate 
trade relations in the region 
was set up. 

The summit’s theme was 
Integration, although Presi- 
dent Alberto Laarite of Uru- 
guay said ”tt would be unreal- 
istic for trade harrie rs to fan 
from one day to the next”. 

Appealing tointematianal 
finance institutions to be “less 
myopic” in their assessment of 
economic advances in Tj8n 

tnwrlm, Mr TjmHo flf pql ixi 

to creditors to recognise the 
lang-fem. efforts being wwh 
by the region's fledgling 

itonrnmiriF*- 

A1 though there was fear the 
summit would became a forum 
to pressure Mr Fidel Castro for 
changes In Cuba's communist 
regime, the final declaration 
emphasised respect for indi- 
vidual sovereignty and politi- 
cal plur ality. 

Mr Joao Baena, head of the 
Organisation of American 
States, said its members bad 
to determine Coin's readmis- 
sion to the OAS. The co untr y 
was expelled in 1962. 

Spain and Portugal stressed 
their role as natural bridges 
for I'flfln America ’s eventual 
entry to the European market; 
Spain pledged $7 bn of low 
interest credits and a further 
$7bn for inv e stm ent schemes 
in the region. 

Mr Gabriel Garda Mdrqnez, 
Nobel literature laureate, 
urged the creation of a Latin 
American ecological alliance. 

• Economy ministers from 
four South American countries 
meeting in Uruguay have 
agreed to work out a common 

ft of rffloa fa tvwnhaj dn^np hi p 

and the sale of subsidised 
goods by non-members of their 
planned common market. Ren- 
ter reports from Montevideo. 

“We decided we should take 




STRING of Mexican 
border towns are boom- 
L fog. tfrwiim to an indus- 
trial devSopment programme 
which has provoked warnings 
of ecological disaster mid cries 
of greed and exploitation. 

Efforts to attract foreign - 
mostly US and Japanese - as- 
sembly plants to the border 
reg i o n have been a resou ndin g 
suc cess- In the past three years 
alone, six new factories have 
opened every week and more 
are on the way. 

Factories in Tijuana now 
aagomhip one out of every four 
television sets sold in the US. 

On average, Japanese com- 
panies sMp nine TV sets a min- 
ute across the border. More 
than half the 100 biggest US 
companies operate assembly 
plants in Mexico, taking advan- 
tage of cheap labour and 
exemption from most duties. 

As a result, Tijuana, the 
largest city on the border, is 
enjoying an economic boom 
and so are a string of other 
towns along the S^OQkm fron- 
tier. Wages are higher and 
unemployment much lower 
than elsewhere in Mexico. 

The plants now employ 
nearly haw a million people, a 
substantial number in a coun- 
try with rampant unemploy- 
ment 

Yet the rapid industrialisa- 
tion of the border region has 
prompted fierce criticism in 
both Mexico and the US. 

Environmentalists say the 
bonier is being turned into a 
toxic waste dump. US labour 
leaders say American jobs are 
being stolen. US protectionists 
complain that Japan is raring 
theborder as a backdoor to the 
US. The arguments used in the 
debate are certain to shape 
negotiations on a free trade 
agreement between the US, 
Canada and Mexico which 
began last month. 

Known as maquiladoras in 
Miericin and in-bond plants in 
the US, the factories operate 
under a system which allows 
them to import raw materials 
and components duty-free from 
the US. The finished products 
are re-exported to the US, 
which charges tariffs only on 
tiie value added in the assem- 
bly plant - 

Conceived in the mid-1960s, 
the explosive growth of the 
maquiladora industry - 453 
plants in 1974, U00 in 1988, 
and 1,936 by June 1991 - is 
based on the huge differential 
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Many maquiladora plants 
provide cash bonuses for regu- 
lar attendance and grocery 
vouchers for those who worit 
for them for more than three 
months. Company cafeterias 
often provide subsidised meals. 

Experts on both sides of the 
border say that apart fromlow 
wages, lax pollution controls 
allow f o rei g n companies to c ut 
production costs and increase 

profits. , , 

From Tijuana in tiie west to 
Matamoros in the east, envt 
ronmentalists say, dozens of 
maquiladoras disregard rules 
on disposing of toxic waste and 
foil to follow safety standards 
that are taken for granted m 
the US. 

The problem was thrown 
into sharp focus in January 
when the Mexico City govern- 
ment decreed the establish- 
ment of a 2,000-metre-wide 
“green zone” around a Dupont 
factory in Matamoros that pro- 
duces hydrogen fluo ride.^ 

Meant as a safety cordon in.’ 
case of an accident, the green 
zone would have required 
30,000 people to abandon their 
homes and move elsewhere. 
The would-be evacuees have 
resisted saying the plant 
should move instead. 

"In the worst-case scenario, 
an accident at the plant could 
lead to a disaster on the scale 
of Bhopal,'' says Mr Domingo 
Gonzalez of the Washington- 
based Coalition for Justice in 
the Maquiladoras. 

I n the Indian city of Bhopal, 
a cloud of poisonous gas 
leaking from a US-owned 
chemical plant killed more 
than 24J0Q people six years ago. 
More than 300,000 have suf- 
fered long-term health prob- 
lems. 

But others say not all is lost 
Dr Roberto Sanchez pro- 
duced one of the first detailed 
scientific studies on the ecolog- 
ical impact of maquiladoras. 

In a 1987 study for the;\ 
Tijuana-based Colegio dels* 
Frontera Norte, a think-tank 
specialising in the US-Maxican 
border, Dr Sanchez found that 
dangerous industrial waste 
was poisoning the ground 
water table with substances 
that can cause cancer, congeni- 
tal defects and damage to the 
nervous system. 

“Smcethat study, there have 
been some changes," Dr Soo- 


the lead In the fight hgafnit f'Tn wages between 'the KJS arid ‘•^cho’ says. “The problems - have 


PERU’S state-run electricity 
company has been authorised 
to sell to private investors its 
shares in seven regional elec- 
trical companies, an official 
decree said, Reuter reports 

from J.lmfl. 

The decree said private 
inve s tment in the companies, 
aimed at eliminating the 


monopoly of state electricity 
companies operating outside 
Lima as well as expanding and 
improving their installations, 
was in the national interest 
The decree is similar to 
recent anas in which state-run 
companies have been author- 
ised to seek private investors 
for majority partici p ation. 


subsidies a 

[and] that we should adopt 
uniform l egislation and mech- 
anisms to create an atmo- 
sphere In which our countries 
utilise the same procedures, ” 
Mr Domingo CavaUo, Argen- 
tine economy minister, said 
after a one-day meeting with 
counterparts from Uruguay, 
Brazil and Paraguay. 


Mexico. 

“Straight comparisons can 
distort the debate,” says Mr 
Francisco Escalante, a Tijuana 
business consultant “Those 
who talk about exploitation 
make the point that someone 
who mates $L20 an hour here 
could get five times that much 
In tiie US. The point Is that 
$1.20 an hour is more than 


not gone away, in feet some 
are worse because there are 
more factories. 

“But there is a much better 
understanding of the dangers 
now, both among the commu- 
nities and in the industry, and 
that gives hope for change to 
the better. It won't happen - 
overnight but there are signs ® 
of improvement” 


France scraps plan 
for mobile missile 


By William Dawkins 

THE French government has 
scrapped a FFrSObn (£3.01bn) 
plan for a road-borne mobile 
nuclear missile, which was to 
have come into service 
towards the end of the cen- 
tury. 

The decision, confirmed by 
officials yesterday, was taken 
earlier this month at a meet- 
ing of the government’s 
defence council. 

It Is in line with President 
Franqois Mitterrand's 
long-standing opposition to 
the S-45 missile scheme, on the 
grounds that nuclear weapons 
travelling by road daring 
international tension might 
create public panic. 

However, the Defence Minis- 
try had kept its options open 
on the 12-year project, to pro- 
vide information on alterna- 
tives for replacing France's 
current generation of S3 
long-range land-borne missiles 
stored In 18 silos in southern 
France. 

The decision comes as the 
government attempts to con- 
clude a long-running debate 
on which leg of its nuclear 
triad should be eliminated. 
France cannot afford to 
replace all three of its nuclear 


deterrents, but needs to decide 
which ones to keep in time for 
the next generation of weap- 
ons to come into service by 
the end of the century. 

The government has already 
decided to update and main- 
tain its submarine-launched 
ballistic missiles. So the 
choice is between whether to 
update the land-based S3s, or 
replace the medium-range 
ASMP nuclear tningfio carried 
by the Mirage IV aircraft with 
an ASLP long-range version 
which could be carried by the 
new Rafale multi-rale jet 

One factor that could influ- 
ence thinking is Britain’s 
choice of replacement for the 
Royal Air Force’s ageing 
free-fell nuclear bombs, which 
will be obsolete by the end of 
the decafe The ASLP is one of 
the candidates, against two US 
rivals. 

Another possibility being 
studied by the French Defence 
Ministry, officials say, Is to 
admit Fiance’s generation of 


the M5 - for use in the S3 

silos. 

This could cost half as much 
as the abandoned mobile mis- 
sile project 


Eureka’ s match-making 
prowess silences sceptics 


A 1 

Andrew Hil! on a European research programme 
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Eureka project portfolio 
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_ new Immigration Act 1 990 (USA) 

has made people bom in the folkwing countries 
eligible to obtain the immigrant status of America: 

Albania, Algeria, Argentina, Austria, Bdigum, Bermuda, 
Czechoslovakia. Denmark, Estonia, Finland, France, 
Germany, Gibraltar, Great Britain, & Nothem Ireland, 
Guaddope, Hungary, Iceland, Indonesia, Ireland, Italy, 
Japan, Latvia, Liechtenstein, Lithuania, Luxembourg, 
Monaco, New Caledonia, Netherlands, Norway, Poland, 
San Marino, Sweden, Switzerland and Tunisia. 

To receive a complete ‘Immigration Package', please contact 
tC-tNTL - 25 ave d'Orbaix - 1180 Brussels, Belgium 
Fax (322) 375 87 46 

Doadlna: August 13,1991 




G RETA, Clair and Astrid 
owe much to the US 
Strategic Defence Ini- 
tiative; without it they might 
not be here at alL 
The trio are acronyms for 
projects set up recently as part 
of the Eureka pan-European 
research programme - origi- 
nally launched by French Pres- 
ident Francois Mitterrand as a 
response to President Ronald 
Reagan’s “Star Wars” research, 
which had become military 
godparent to a brood of civil 
research projects in the US. 

Eureka, which celebrated its 
fifth anniversary last month, is 
restricted to civilian research 
and aims to improve the com- 
petitiveness and productivity 
of European businesses by 
encouraging cross-border 

co-operation. 

Mr Kim Rub erg, Eureka’s 
information director, says; “We 
don't go to industry and say 
we want this or that - indus- 
try comes to ns and says: *We 
have an idea, Is it suitable and 
can you find us a partner?’” 
Hie tiny Brussels secretariat 
acts as a sort of central dating 
agency, matching partners 
from among 20 members, 
including the 12 EC countries 
and the European Commission. 

For funding the partners can 
go to their governments or to 
the EC. which offers financial 
support for the pre-competitive 
aspects of Eureka projects. 
Once the project is under way 
the partners can also invite 
companies from non-members, 
such as the US or Japan, to 
participate. 

Eureka is designed to com- 
plement the EC’s top-down pro- 
jects, encouraging products 
and Ideas which should have a 
market application worldwide. 
"We aren't part of the Commis- 
sion - they're part of as,” 
explains Mr Ruberg. 

Sceptics dismissed the origi- 
nal Mitterrand initiative as a 



THE EUROPEAN 
MARKET 


public relations exercise, but 
the Eureka approach has fos- 
tered about 470 active projects, 
with a total budget of 
Ecu8.LBbn (£5.71bn). These 
indude leviathans such as the 
Joint European Submicron Sili- 
con (Jessi) semi-conductor 
research programme, which 
may have cost more than 
Ecu3.8bn by the end of its sev- 
en-year span In 1996, and min- 
nows like a 30-month Ecul94m 
project to find a new 
man-made alternative to 
leather shoe-uppers. 

An assessment of the first 
five years of Eureka by a panel 
of industrialists, academics 
and civil servants picked out 
the flexibility of the pro- 
gramme’s approach as one of 
its principal advantages. But 
there are also difficulties. 

• Funding. Participants com- 
plain that although applying 
for and obtaining Eureka 
approval is feiriy simple, when 
it comes to arranging funding 
from a number of different gov- 
ernments, projects are often 
bogged down in the intricacies 
of national bureaucracy. 

Mr Herman van da Anwer- 
aer, research manag er of LMS 
International, a Belgian com- 
pany, oversaw a small Eureka 


project developing techniques 
to analyse noise problems in 
cars ana other vehicles. The 
project, one of Eureka’s first, 
was successfully completed in 
February 1990, In conjunction 
with the Catholic University of 
Leuven and Porsche of Ger- 
many. 

But the more complicated 
funding arrangements of 
IMS's latest Eureka venture — 
developing mechanical vibra- 
tion testing equipment - have 
delayed the project 

“It would be more conve- 
nient if the financial part of 
the project was linked to the 
material part” says Mr van der 
Aaweraer. He advocates a 
more uniform approach from 
funding bodies, in line with the 
assessment panel's wish that 
governments should synchron- 
ise financial support for indi- 
vidual projects 

• Relationship with EC pro- 
jects. Brussels is often critic- 
ised for leaving technology pol- 
icy in the hands of the 
Commission's technology man- 
darins, rather than lis tening to 
industry and users. 

Mr Filippo Maria Pandolfl, 
EC commissioner responsible 
for research, seems to nave ini- 
tiated a change of strategy. In 
trying to salvage something 
from the of EC policy on 
high-definition television stan- 
dards, fin* example, be is aim- 
ing for a parallel legislative 
ami consultative approach. 

But does such a policy risk 
treading on Eureka's territory? 

April's papa from the Com- 
mission on the European elec- 
tronics and information tech- 
nology industry suggested 
Brussels should launch a “sec- 
ond generation" of research 
programmes “ranging from 
projects at the pre-competitive 
stage to projects geared more 
closely to the marker. 

The Eureka five-year assess- 
ment is firm on this point. 
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“The funding level of the EC 
programmes is very attrac- 
tive,” It says. “Therefore EC 
participants may be Inclined to 
continue using the EC frame- 
work for their development of 
market-oriented activities as 
well Funding of these projects 
should, however, be restricted 
by the Commission.” 

Indeed, the assessment panel 
believes participants In com- 
pleted pre-competitive EC pro- 
jects should be encouraged to 
use the Eureka network when 
they want to put their results 
into practice. 

• Autonomy of Eureka part- 
ners. When, In March, the Jessi 
programme decided to expel 
ICL, the UK-based computer 
manufacturer, from three of 
the five projects in which it 
was participating, it was a 
sharp reminda that the much- 
vaunted independence of par- 
ticipants can cut both ways. 

W hen 80 per cent of 
ICL was bought by 
Fujitsu of Japan 
there was nothing to stop the 
company remaining in Jessi - 
except the other participants. 
As one official dose to the pro- 
gramme puts it: “Companies 
have a tremendous influence 
on the [Eureka] project, which 
to my mind Is a strength, but 
of course there’s also the possi- 
bility of partners forming alli- 
ances against other partners.” 


Companies can also form 
alliances with counterparts 
outside Eureka projects, as the 
German company Siemens did 
two weeks ago when it linked 
with International Business 
Machines (IBM) to manufac- 
ture memory chips. 

Siemens says there is no con- 
tradiction between the IBM 
link-up and objectives of the 
Jfessi programme, although the 
deal appears to have ended the 
possibility of collaboration 
between European companies 
to compete in the world s emi. 
conductor market 

Mr Klaus Knapp, a spokes- 
man for Siemens and Jessi, 
says: “Jessi is not developing 
final chips, but creating the 
basis to do so. Once products 
have been developed by the 
companies participating in 
Jessi, the next stage is to.man- 
ufacture them. That has to be 
done outside JessL” 

If there is a lesson for 
Eureka, it may be the one 
already drawn by tiie assess- 
ment panel in their five-year 
report flexibility,- a wide vari- 
ety of small projects and a lack 
of bureaucracy are aD very 
well but “strategic projects, 
which would give Europe ah 
additional competitive advan- 
tage have not materialised on a 
large scale". 

This, says the report, should 
be one aim for Eureka’s next 
five years. 


Ukrainian 

leader 

arrested 

By ChrystJa Freeland 

in Kiev 

A SECOND Ukrainian pc 
leader. Mr Oleksandr 
hienko, was taken into ct 
at the weekend, increasih 
pinions that the arrest i 
Ukrainian parhamentarU 
Stepan Khmara last Urn 
was. part of an camnai 
punish the Ukraine for I 
to sign the Union Treat 
summer. 

. Mr Serhienko, who 
injured when black 
troops stormed Mr Khn 
hotel room, was arresti 
Saturday on charges of < 
mg police officers. 

• Western diplomats b 
President George Bush 
visit Kiev or another S 
city after his summit 
President Mikhail Gorbi 
m Moscow at the end o 
month. 
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'New strategic relationship’ with US hailed 

Bush pledges aid for Turkey 


By Hark Nicholson in Istanbul 
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PRESIDENT George Bash 
wrapped up hi* taro-day trip to 
Turkey last sight by pledging 
a substantial increase in US 
military- aid and py making a 
strong appeal for Greece' and 
Turkey' to resolve their differ- 
ences and reach a settlement 
over C yp r us ..; 

Mr Bush; speaking at a din- 
ner in.the historic Dohnabahce 
Palace, also offered strong US 
support for- Turkey's stalled 
bid for membership of the EC, 
saying that 10 years of "free 
government and free enter- 
. prise" had made Turkey the 
“rising star of Europe”. 

Mr Bush added: “There 
should be no question that 
Turkey deserves entry into the 
European Union, and Turkey 
can count on America's sup- 
port" 

Mr Bush's remarks follow a 
cordial and largely incident- 
free trip during which, though 
it leant as heavy on sight 
seeing as specific initiatives, 
both leadere have spoken of a 
“new strategic relationship" 
developing out of their close 
contact during the Gulf crisis. 

The personal chemistry 
between the two leaders - 
who consulted almost daily by 
phone during the Gulf war - 
was evident yesterday in the 
relaxed manner in which Mr 
and Mrs Bush were escorted by 
their hosts through Istanbul’s 
mosques and palaces and on a 
steamer down the Bosporus. 

Nevertheless, both sides 
have sought to flesh out their 
broad talk of a "new” strategic 
relationship by setting up for- 
mal biannual meetings 
between officials at under- 
secretary level, overseeing a 
host of bilateral groups to meet 
yearly in an effort to expand 
scientific, cultural, educational, 
and. commercial ties, 

. However, MrBush stressed 
Turkey's traditional strategic' 
importance as a "bulwark of 
Nato’s southern flank", pledg- 
ing to increase US military aid 
in 1992 to $825m. The sum is a 
substantial rise on this year's 
expected $500m of formal mili- 
tary aid. although total US con- 
tributions to Turkey’s defence 
came overall to nearer J80Qm 
last year with the inclusion of 
what US officials describe as 
several “off budget” items, 
including delivery of a consign- 
ment of F4 aircraft 


The rise in aid raises ques- 
tions about the US’s traditional 
7-to-io ratio in military assis- 
tance to Greece and Turkey 
respectively. Mr Bush, who 
also promised Greece increased 
milit ary assistance during his 
earlier stop in Athens, refused 
yesterday to comment on the 
ratio, thoug h US of ficials pri- 
vately concede that it has qui- 
etly been forgotten. 

Mr Bush, following a similar 
appeal in Athens, made a point 
of calling on Turkey and 
Greece to bury their traditional 
animosities, saying “This sad 
chapter of ill-will must end:” 

In this regard, Mr Bush 
urged both sides to reach a 
solution to their 27-year dead- 
lock over the divided island of 
Cyprus. “We have seen too 
much change In this region 
and throughout the world to 
stand for the status quo in 
Cyprus," be said. 

However, as throughout his 
tour, Mr Bush insisted he was 
offering no fresh US peace for- 
mula. Addressing himself to 
both Greece and his hosts, he 
said: "The solution Ues in your 
hands.” 

On Saturday Mr Bush 
offered his explicit backing for 
Mr Ozal's proposal for quadri- 
partite talks embracing Tur- 
key, Greece and the T urkish 
and Greek Cypriot communi- 
ties. Greece has rejected the 
plan, claiming it accords unjus- 
tified status on the Turkish 
Cypriot community, which 
only Turkey has recognised as 
a state since its 1974 invasion 
of the island's north. 

Washington apparently 
hopes that the formula can be 
made to work by fudging the 
status of the interlocutors for 
each Cypriot community, so 
that for instance they would be 
described as "leaders”, or “rep- 
resentatives", rather than as 
presidents iheach case. "The 
question is a question of com- 
munity, not personality,” Mr 
Bush said on Saturday. 

However, this will succeed 
only if President George Vasst 
Kou, the Greek Cypriot leader, 
and Mr Rauf Denktag, who in 
his own and Turkish eyes is 
the president of northern 
Cyprus, can be persuaded to 
accept the formula - some- 
thing over which UN officials 
In New York express the grav- 
est doubt 



Turkish President 
sights of Istanbul to US , 
the second day of Mr Bash's visit 


out the 
yesterday. 


Settlements obstacle for Israel 


I N the Jewish settlement of 
Adam yesterday morning, 
on a West Bank hilltop 
north-east of Jerusalem, work 
was going on apace on a row of 
new houses designed for fami- 
lies who have been living in 
mobile homes on the site. 

Saudi Arabia had just joined 
Egypt in proposing that Arab 
states would end their eco- 
nomic boycott of Israel if Israel 
froze its fast-growing b uilding 
of settlements in the occupied 
territories, which they and 

much of the interna tional com- 
munity regard as Illegal. Mr 
James Baker, the US secretary 
of state, who has called for a 
settlement freeze to ease the 
path to Middle East peace 
talks, was due in Jerusalem 
shortly. 

If all this bothered the bead 
of Adam’s settlers, who gave 
his name only as Beber, he 
wasn’t letting on. "I don’t talk 
to journalists, ” he said. 

“We live here because we 
like to live here, not because of 
ideology or politics." He 
quickly shut the door behind 
him which led to his office 
wherein hung a portrait of Mr 
Menachem Begin, the former 
prime minister, a si gned photo 
of Mr Yitzhak Shamir, the 
present incumbent, and flags 
of their Likud party. 

A short distance away, at 
Ma’ale Mikmash, a religious 
settlement, a resident was 
more forthcoming in giving 
details. There are, he said, 60 

families rn the 10-yeax-old set- 


tlement, with 30 new houses 
under construction. Sixteen 
mobile homes have been 
brought in this year for fami- 
lies awaiting new homes. 

The two settlements are tes- 
tament to a recent surge In set- 
tlement building, under the 
auspices of Mr Arid Sharon, 

the harrilhiA hn mring minister , 


Syria in 1967. But the pace 
accelerated after Likud first 
came to power under Mr Begin 
a decade later, when there 
were fewer than 10,000 settlers 
in the West Bank. Peace with 
Egypt in 1979 brought no bait 
to the policy. 

By March this year, the US 
State Department estimated 


The Arabs fear Israel’s drive to “create 
facts on the ground” is fast narrowing the 
chance of peace based on the return of 
occupied territory, Hugh Camegy writes 


which haw infuriated the local 
Palestinians, the wider Arab 
world and Washington. On a 
drive from Jenin, in the north- 
ern West Bank, to Jerusalem 
yesterday, all 10 settlements 
visible from the main road had 
new building work, new mobile 
homes or both. 

Settlements are at the heart 
of the Isradi-Arab dispute. The 
Arabs fear Israel’s drive to 
"create facts on the ground” is 
fast narrowing the chance of 
peace based on the return of 
occupied territory. By the same 
token, Mr Shamir, Mr Sharon 
and their supporters see the 
settlement drive as the best 
way to cement Israeli rule over 
the occupied lands. 

Jewish settlement began 
soon after Israel captured the 
West Bank, the Gaza Strip and 
east Jerusalem from Jordan 
and the Golan Heights from 


the numbers thus: West Bank 
- 90,000 settlers in 150 commu- 
nities, baif the land designated 
for Israeli use. Gaza - 3,000 in 
15 settlements; one third of the 
land of all Gaza reserved for 
Israeli use; the Golan - 12,000 
settiexs in 93 settlements; east 
Jerusalem - 120,000 Jews in 12 
Jewish suburbs. . 

The Jerusalem issue is espe- 
cially sensitive. Israel annexed 
east Jerusalem soon after the 
ffix Day War and treats zt as an 
integral part of Israd, separate 
from the other territories. But 
when the international com- 
munity - especially Arabs - 
talk of settlements, they 
IhtIiiHb east Jerusalem. 

Peace Now, the Israeli leftist 
group, estimates Mr Sharon's 
ministry spent about $5Q0m in 
the occupied territories in the 
1990-91 financial year. Housing 
starts rose from 579 in 1989, to 


632 last year. Mr Sharon said 
he ftitendfi a total of no fewer 
134)00 over the next two 
. years. Government-subsidised 
mortgage terms for settlers are 
significantly better than for 
those in “Israel proper.” 

There are uffirfai plans for a 
big expansion to link east Jeru- 
salem to nearby Ma’ale Adu- 
miTTi, farther encircling Jerusa- 
lem's Arab neighbourhoods. 

By contrast, a recent 
detailed study by a British 
town planner of Israeli policy 
towards West Bank Arab vil- 
lages showed that between 
1966 and 1989. about 1^00 Pal- 
estinian houses were demol- 
ished because they did not 
have building permits — more 
than the number of permits 
that had been issued. The 
report estimated Jewish settle- 
ments received permits at six 
times the rate issued to Pales- 
tinians. 

The latest settlement boom 
coincides with a loss of 
moment™* in the Palestinian 
npristng in the territories. At 
Adam - as at most settle- 
ments - the building workers 
were almost all Arabs, 
yesterday despite a 
strike called by the uprising 
leadership. The scale of con- 
struction is such that even if 
Mr Shamir were to r ev erse his 
refusal to freeze new building, 
the backlog Of unfinishe d work 
would keep the cement mixers 
turning for many months to 

ramp 


Banks ‘rush to lend 
to Kuwait 9 


mfiBWAfiB! says .inteanfcionaih 
-hanks are clamouring to~ offer 
it money following Its decision 
to borrow billions of dollars cm 
world capital markets to 
finance postGulf war recon- 
struction, Reuter reports from 
Kuwait 

Kuwait did not want to bor- 
row the full $33bn authorised 
by the emir last week, finance 
minister Nasser al-Rodhan was 
quoted as saying in the al-Wa- 
tan newspaper yesterday. 

He put planned borrowing at 
less than KD7bn ($23bn). 

"Many offers have come to 
us from big financial institu- 
tions and at very attractive 
rates of Interest and lower 
than those offered to other cor- 
porations and countries," he 
said. 

Kuwait, its oil industry left 
ta. tatters by the Iraqis, last 
- week put a ceiling of KDlObn 
on its post-war borrowing. “We 
set this ceiling so that we need 
not resort to amending the law 
[to authorise more] if the need 
arose. But the need will defir 
nitely be lower than the cell- 
ing,” Mr Rodhan said. 


HertaH^Kowatt, hid decided rf 
against dumping its JlOObn- 
plus foreign Investments 
because of the impact such a 
move would have on world 
equity markets. 

“The Kuwait Investment 
Authority has begun surveying 
markets around the world to 
borrow money. 

“These ftmds will be made 
available to finance the pro- 
posed budget for 1991-92 and 
other financial commitments 
that arose as a result of the 
Iraqi occupation and part of 
the costs of liberating the 
country," Mr Rodhan 

Kuwait, deprived of its main 
income, needs cash to finance 
its budget, post-Gulf war recon- 
struction and pay for the war 
efforts of the US-led military 
alliance which liberated it from 
seven months, of Iraqi oocupa-~ 
Hon on February 28. 

Retreating Iraqi soldiers set 
fire to up to 600 Kuwaiti oil 
wells, most of which are still 
burning. Kuwait could produce 
2m barrels of oil a day before 
the invasion. It is now pump- 
ing about 140,000 barrels. 


Mortgage Rate 

With effect from 
dose of business on 1 August 
1991 House Mortgage 
Rate will be decreased 
bom 12.45% to 11.95% 
per annum for all 
existing borrowers. 

The new rate is effective 
immediately for new 
borrowers. 
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What you will see, however, is people confidently discussing investments, arranging mortgages, organising pensions. People 
who think about their money but who, especially in these uncertain times, want to be certain it’s in safe hands. 

And where safer than with the world's biggest building society? Which explains why, over the years, Halifax Building Society 
has helped more people take care of their money than anyone else. 

Today, over 10 million people trust their personal finances to us. And we repay their trust by offering attractive returns but 
never at the expense of safety and security. Not surprisingly, we aren’t the only ones who think this way. Only recently John Major 
remarked, “If any institution pays over the market rates, it is in the form of a risk premium.” 

So if our way of thinking strikes. a chord, sound us out where you see our'X'. 


HALIFAX 


Get a little extra help. 

QUOTE FROM JOHN MAJOR TAKEN FROM HANSARD T1TH JULY 1991. COLUMN 1083. APPOINTED REPRESENTATIVE OF STANDARD UFE WHICH IS A MEMBER OF LAUTRO ISSUED BY HALIFAX BUILDING SOCIET* TRINITY ROAD. HALIFAX. WEST YORKSHIRE. HX1 2RG. 


b 




!- 







FINANCIAL TIMES MONDAY JULY 22 1991 


INTERNATIONAL NEWS 


Bush faces tough Senate 
battle on China trade 


By Lionel Barber in Washington 


PRESIDENT Bush this week 
faces a stiff challenge to his 
China policy when Senate 
Democrats seek to attach con- 
ditions to the renewal of most 
favoured nation (MFN) trade 
status for Beijing. 

The Senate vote is expected 
to be dose, a reflection of wide- 
spread dissatisfaction over 
China's human rights record 
as well as its alleged unfair 
trade practices and its policy of 
exporting missiles and nudear- 
related materials. 

Mr Bush, a former US 
ambassador to Beijing who 
tafcpB special pride in his China 
policy, requires at least 34 
votes to sustain a veto of legis- 
lation proposed in the Senate 
attaching conditions. Since Mr 
Bush has yet to lose a veto 
fight, a (Heat on China would 
amount to a serious setback. 

The administration has 
already lost the battle in the 
House of Representatives, with 
members voting overwhelm- 
ingly to attach conditions to 


MFN status before it can 
renewed in 1992. 

Legislation proposed by Sen- 
ator George Mitchell, Senate 
majority leader, and other lead- 
ing Democrats, would allow 
MFN to go forward this year. 
But It would cut off the trade 
benefits if China exported cer- 
tain medium-range migrifeg to 
Pakistan, Iran or Syria. 

The administration mounted 
a last-minute effort last Friday 
to counter the Mitchell MU In 
a 20-page letter, Mr Bush prom- 
ised to crack down against 
imports of goods produced by 
slave labour and to renew 
opposition to IMF or World 
Bank loans to China until Bei- 
jing improved its human rights 
record. 

Senator Max Baucus, a Mon- 
tana Democrat who supports 
Mr Bush’s decision to renew 
MFN for China, said the 
administration had also agreed 
to use Section 301 of US trade 
laws to open Chinese markets 
— If trilater al talks faflM to 


yield results next month. 

Separately, Mr Bush has 
promised to “work actively” 
with other parties to support 
Taiwan’s request to join the 
General Agreement an Tariffs 
and Trade. Mr Baucus 
described this as a “break- 
through', even though US pol- 
icy acknowledging Beijing's 
position that there is only one 
Hhfna remains unchanged. 

The whiff of hyperbole sug- 
gests that Mr Bush’s support- 
ers in the Senate recognise 
they have a battle on their 

hands tO dafaat Swwfair Mrteh- 

ell’s bflL Mr Mitchell said that 
Mr Bush’s letter was “mostly 
rhetoric” and provided no rem- 
edy on human rights - an 
assessment shared by Asia 
Watch, toe human rights moni- 
toring group. 

The administration argues 
that removing MFN status - 
which is enjoyed by 100 coun- 
tries - would undermine 
reformers and deprive toe US 
of influence. 


Big oil spill 
off Western 
Australia 

A GREEK oil tanker broke up 
and spilled 10,000 to 20,000 
tonnes of light crude into the 
sea off the west coast of Aus- 
tralia yesterday, creating what 
authorities described as a cata- 
strophic spill, Reuter reports 
from Sydney. 

The spill was estimated at 
eight miles long and 1,000 
yards wide, 

“It's a catastrophe, a major 
oil spiff. It cannot be contained 
as it is now,” a maritime offi- 
cial said in Perth. 

Conservation officials said 
hundreds of people had volun- 
teered to help clean toe spill, 
which threatened conservation 
zones and five islands support- 
ing seabirds and colonies of 
Australian sea lions. 

The Kiriri, carrying 80,000 
tonnes of oil from the Guff to 
Kwinana, south of Perth, 
radioed for help in the early 
hours yesterday, having 
reported a fire on board. 

Rescuers on military and 
civilian helicopters found the 
ship severed at the bow and all 
spewing into the sea off Cer- 
vantes, a fishing town 105 
miles north of Perth. 

The Kirin’s 37 crew members 
were airlifted to Perth. 

• Mr Boh Hogg, national 
secretary of Australia’s ruling 
Labor party, has been charged 
with breaching electoral laws 
by failing to disclose thousands 
of small donati ons 
He told Australian Broad- 
casting Corporation radio yes- 
terday he had been sum- 
monsed for failing to notify toe 
Electoral Commission of dona- 
tions to the party totalling 
more than (A400.000 (£183,000) 
over three years. He d enied 
wrongdoing, saying the matter 
was an honest mistake- 


Indian budget may 
cut defence spending 


By K K Sharma in New Delhi 

THE Indian government has 
hinted strongly that it may cut 

flnfanffc sp ending - fn an attemp t 

to tackle toe sharply deterior- 
ating fiimil imbalance the 
balance cf payments crisis. 

A pre-budget survey of the 
economy in the past year and 
its prospects, presented to par- 
liament at the weekend, points 
out that fiscal itnhfllaitram axe 
at the root of India's economic 
problems. This is attributable 
“to toe excessive growth of 
government expenditure”. 

The two mam areas where 
expenditure can be cut are 
identified as defence and sub- 
sidies, and it is likely the axe 
win fail an both when the gov- 
ernment's erniiwl budget 18 pat 
to parliament qq Wednesday. 

The allocation for defence in 
1990-91 was a high Rsl58bn 
(E&8bn). Although inflation is 
in double figures, a reduction 
in real terms can be expected 
in the current year. The survey 
mnkmi clear that "it i9 neces- 
sary to programme defence 
expenditure on toe basis of a 
realistic assessment of toe stra- 
tegic environment and assump- 
tions cf maximum cost effec- 
tiveness". 

The survey also points out 
that “it is essential to ration- 
alise the major subsidies on 
exports, fertilisers and food 
which have reached levels that 
are unsustainable”. Since 
export subsidies have been cut 
this month, those on fertilisers 
and food are expected to be 
sharply reducedinthe budget - 

Tndia js already Committed 
to reduce its fiscal defici t as 
part of conditions for obtaining 
a $5bn-$7bn loan from the 
International Monetary Fund 
to tackle its balance of pay- 


ments crisis. Its commitment 
to reduce government expendi- 
ture and raise both direct and 
indirect taxation have now 

hum nffiraally affirmed. 

The survey states: “The time 
haa come to start making nec- 
essary macro-economic adjust- 
ments” and “this will mean 
hard decisions -and difficult 
choices because the soft 
options have been exhausted”. 
It wains of austerity measures 
in tiie budget and of need for 
strict me asu res to i mprove the 
budgetary and balance of pay- 
ments position. 

Despite recent measures, the 
s ur vey warns that “toe pres- 
sures on the balance of pay- 
ments are likely to persist 
through the current year”, not- 
withstanding riie respite pro- 
vided by IMF assistance. 

The survey speaks of the 
many “uncertainties” that the 
economy has undergone in the 
past year, iwnlndiwg domestic 
political instability, the impact 
of the Gulf crisis on the "bal- 
anoe of trade and inflation. 

However, it expects the econ- 
omy to register a growth cf 
about 5 per cent in gross 
domestic product in 1990-9L 

But the survey notes that 
“macro-economic imbalances 
characterised by high fiscal 
deficits and growing revenue 
deficit have continued to 
remain a major source of con- 
cern for toe government (hir- 
ing the past few years". The 
crux of the problem lathe high 
trade deficit which was 
financed by .heavy external, 
borrowings. This worsened & 
1990-91 when oil imports, 
reached a record RslOSbn, 72 
per cent higher than inihe pre- 
vious year. 


S African opposition leaders call for de Klerk to quit 


SOUTH AfHram opposition figures ami 
newspapers called at the weekend for 
the resignation of the ministers of law 
and order and defence - respectively 
Mr Adriaan Vtok and General Magnus 
Malan — following the government's 
admission that it had secret pay- 
ments to the mainly Zulu Tnirartm 
party, Pattt Waldmeir reports from 
Johannesburg. 

Anglican Archbishop Owwiwwl Tutu, 
a leading anti-apartheid cleric, went so 
far as to flAmwruf the resignation of 


President FWde Klerk, if it were to 
emerge that he had known of toe fund- 
ing. The far-right Conservative party 
also demanded his resignation, saying 
the payments to Tnkatoa proved gov- 
ernment deceit and violated basic prin- 
ciples of democracy: “Any head of gov- 
ernment would resign Immediately 
under snch circumstances." 

Mr Kobus Jordaan, an opposition 
Democratic Party MP, said he had evi- 
dence of much larger secret payments 
Han those hitherto revealed, as much 


as B5m (film) having gone to Uwnsa, 
toe Twkatiia trade unfan, he claimed. 
However, to protect his source, he 
would not release this evidence, he 
said. 

The authoritative Sunday Times 
newspaper in South Africa said in an 
editorial that Mr de Klerk was “in dan- 
ger of being dragged down by the sinis- 
ter forces that huh in his government 

“FOr throiKandc, ppriuipc mlHtons, of 
South Africans who, like Mr Mamteto. 
took President de Klerk at face value 


interpretation of events to torihe 
failed! so for, to establish proper con 
Ms government, 

Last nighlfokatiia’s nattondconfeij 

enStoUtandi unaMmously re^^^ 
CUef MangosuthuJBn^ .m ^party 
leader. He has been severe^ndj^ 
rased by toe revelation of go^ment 
Arndtog, which he claims was made 

without his knowledge. 


Friction from putting brake on dirty tricks 

Patti Waldmeir assesses the scandal over official funding for Inkatha in South Africa 


T WO DATS after Mr Nel- 
son Mandela was 
released from prison in 
February last year, the 
National Party gover nm ent in 
South Africa was working to 

irnriwrminA hfm 

While Mr Mandela, leader cf 
the African National Congress, 
was risking much to persuade 
his followers to trust the 
Nationalists, ministers were 
a utho rising secret payments to 
the ANCs Utter political rival, 
the mainly Zulu iwinitiia move- 
ment. 

Such trust - on which a 
negotiated political solution in 
South Africa most be based - 
has been severely damaged by 
revelations cf clandestine gov- 
ernmental dealings with 
Tntenthn Indeed, toe engning 

yrniihj hag pr ovoked the mo st. 

serious crisis of President 
FWde Klerk’s two years in 
office. 

The sums p a id to Tnkatha 
(first revealed on Friday in 
South Africa’s Weekly Mail 
newspaper, then confirmed by 
the go v er nm ent) are relatively 
small- R250.000 (£53.400). 

Also, as Pretoria points out, 
they were made before Mr de 
Klerk announced a new, less 
sinister policy on covert 
operations a year ago. Further- 
more, it is not dear whether he 
knew of the payments, made to 
ftmd fak»*ha rallies in NataL 
fVwigiderhig the small site of 

the sums, he might not have 
been told. 

Even so, the government's 
admission that it has financed 
Tnkatha, which was forced on 
it by toe publication of internal 
memos from the security 
police, must lend credence to 
claims that the government 
has been involved in far more 
scurrilous activities than pay- 
ing for b an ner s stadium 



Chief Mangosntim Bulhelezi is raised aloft by members 
of the Tnkatha Freedom Party, to whose presidency 
he was reelected yesterday 


hire. In recent months, former 
members of security forces 
have made numerous uncorro- 
borated allegations about 
involvement by such forces in 
violence between Tnkatha and 
the ANC, which has left 2,000 
people dead over toe past year. 
Those claims remain 
unproven, but the temptation 
to believe them has grown. 


In this atmosphere of dis- 
trust and suspicion, there. can 
be little progress towards talks 
on a new constitution. Mr 
Mandela, now president of the 
ANC, made this point when he 
first beard of the admission of 

tending for Tnkatha. 

It seems unlikely, though, 
that the fracas will lead to a 
complete breakdown In con- 


tacts. A working group which 
brings together the ANC, 
Tnkatha , the government, 
church people and business is 
to go ahead this week in an 
attempt to end the violence. 
Until that is halted, as Mr 
Mandate has often made dear, 
talks on a new constitution 
cannot proceed in any case. 

Tndwnd, the ANCs comments 
on the scandal have been oddly 
united. Mr Mandela said on 
Friday night; *if the govern- 
ment continues with these 
' criminal operations, it is doubt- 
ful we can avoid a complete 
breakdown in relations.” This 
left the possibility that, if the 
government could prove such 
support had ceased, damage 
would be limited. 

Rhu»«» tVwn Mr Mandela and 

other ANC spokesmen have 
moderated their comments 
even further, pointedly refus- 
ing to evplnit the gover nme nt's 

embarrassment. They have 
limited themselves to calling - 
<mce again - for the resigna- 
tion of Mr Adriaan Vink, law 
and order minister, and Gen- 
eral Magnus Malan, defence 
minister, but have not fried to 
make their rivals squirm. 

For all that, the rfamag w tO 
Mr de Klerk's credibility is 
severe. For months, he has pro- 
tested to all who would listen 
' - including foreign govern- 
ments - that Pretoria is not 
trying to sabotage the ANC. 

In April, he told parliament 
in Cape Town: “It is not gov- 
ernment policy to render direct 
or indirect or other 

support to any political party 
or organisation, except govern- 
ment aid mada available for a 
specific purpose on an equal 
basis, such as the payment of 
constituency allowances.” 

All of this most raise serious 
questions about his personal 


tetpg ritv or his ability to con- 
trol his ministers and the secu- 
rity forces. The ANC has often 
accused the government ol 
having a double agenda. What 
remains unclear to whether Mr 
de Klerk is himself pursuing 
such an agenda or failing to 
p re vent others doing so. ^ . 

These questions must be 
resolved before constitutional 
talks can proceed. To re- 
establish that crucial trust 
between hims elf and Mr Mand- 
ela, Mr de Klerk must prove 
both that funding to Inkath a 
has ceased and that he is 
ensuring that unofficial sup- 
port for Inkatha - from what 
the ANC believes to a “third 
force" insi de the security ser- 
vices - is also being stopped. 

Dismissal of Mr Vlok and 
Gen Malan would improve rela- 
tions with the ANC, but this 
unlikely at this stage. 

The president is likely to 
take some public action to 
bmTt the damage, especially if, 
as expected, there are further 
revelations of government 
involvement with Tnkatha. 

The de Klerk government 
has weathered several recent 
cwmHaii! including those from 
infiltrating spies into local gov- 
ernment and allPgaHnng that . 
security force squads had mur- 
dered anti-apartheid activists. . 

This latest trouble seems 
unlikely to blow over so easily. 
Confidence in Mr de Klerk has 
been shaken among South 
Africans in general and foreign 
governments. 

To restore it, he must force 
his colleagues to abandon the 
dirty tricks which were the 
hallmark of successive South 
African administrations. 
Unless he does, no one will 
believe that the bad old days of 
apartheid are really near an 

arid- 


Aid to Zambia jeopardised 


AH) donors, furious with 
Zambia for failing to imple- 
ment a tough economic reform 
programme, are ready to stop 
ftinds to the southern African 
country before Its first 
multi-party election in two 
decades, western diplomats 
say, Reuter reports ■ from 
Lusaka. 

.Mr Jacques Bussi&res, 
IBank of Zambia governor, said 
Jhe country had devised emer- 
gency measures to appease 
donors at an Informal meeting 
in Baris tomorrow. 


“Zamb ia has maria a major 
effort to control finance and 
keep the programme on track. 
I*m sure donors will acknowl- 
edge that,” Mr Bnssteres, who 
is a Canadian, said. 

President Kenneth Kaunda, 
eager to extend his 27 years in 
power through toe election in 
October, angered financial 
institutions in May by saying 
he would delay subsidy cuts on 
the country’s staple food, 
maize, for six months. 

Aid donors insist Zambia 
must cut the subsidy by 5-10 


per cent a month if It wants 
more balance of payments sup- 
port 

Two previous attempts to 
raise maize meal prices have 
led to bloody anti-government 
riots. 

Zambia has reneged on two 
International Monetary Fund 
programmes since 1985 and 
this plan is seen as its last 
chance for international fund- 
ing. 

Economists said the 
unfunded domestic budget defi- 
cit was llbn kwacha (£86mX 


Little Asean progress 

By Alexander Nlcoil and Um Siong Hoon in Kuala Lumpur 


MEMBERS of the Association 
of South-East Asian Nations 
(Asean) took tentative steps 
towards closer economic 
co-operation at a weekend 
meeting of the six countries’ 
foreign ministers. . . . 

Little concrete progress on 
economic ’ties was made at the 
annuel gathering of ministers 
from Brand, Indonesia, Malay- 
sia, the Philippines, Singapore 

and Thailand. 

They agreed that a proposal 
from Thailand, that Asean 


should aim to be a free trade 
area by 2000, be further dis- 
cussed and submitted to the 
next summit of Asean leaders 
in January. Only 20 per cent of 
Asean countries’ trade is with 
feRow members. 

Malaysia’s proposal for an 
East Asian Economic Group- 
ing, involving Asean its north- 
ern neighbours, made little 
headway. Ministers discussed 
it briefly and agreed only to 
hold further working group 
meetings on it 


INTERNATIONAL ECONOMIC INDICATORS: BALANCE OF PAYMENTS 


Trade Hgurea are 9 *ven In Minora erf European currency units (Ecu). The ecu exchange rata shows the number cf national currency units per Ecu. The nominal affective exchange rata la an Index wtth 1885-100. 
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How important Is trade* 

as a % of GDP. 1990 
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| How important is trade within regions of the world 
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LAST WEEK, leaders of the seven largest have formed a South American southern a trade war between rival blocs be in greater emphasis on trade hka «■ 


IJJ5 Japan EC Countries 
trade with trade with trade within 

America Asia Europe 

* Sum of total imports and eqxsts 

Sourest PECO 


Japan 


EC Average 
external external 
trade trade of EC 
member 
countries 


LAST WEEK, leaders of the seven largest 
industrialised countries agreed to try to 
complete the Uruguay Round of trade 
negotiations, within the General Agree- 
ment on Tariffs and Trade, by the end of 
this year. Ibis aspiration was greeted 
with considerable scepticism. A year 
ago, at the Houston summit, the G7 lead- 
ers had made a similar commitment six 
months later the negotiations collapsed. 

Why has so little political effort been 
devoted to completing the Uruguay 
Round? Perhaps the recent spate of 
regional free-trade initiatives means that 
global trade liberalisation Is no longer a 
priority for the G7 countries. 

The' EC member- countries have cer- 
tainly been preoccupied by the need to 
remove trade barriers between EC mem- 
bers before the Community's single mar- 
ket programme takes effect in 1992. The 
EC is also negotiating a European Eco- 
nomic Area with the seven members of 
the European Free Trade Association. 

The US has begun negotiations with 
Mexico and Canada intended to lead to a 
North American free trade area; while 
Argentina, Brazil, Paraguay and Uruguay 


have formed a South American southern 
cone common market, Mercosur. Minis- 
ters from these four countries met last 
weekend to discuss the plan to integrate 
theJr economies by 1995. 

Meanwhile, the foreign and economic 
ministers of the Association of South- 
East Aslan Nations (Asean), were meet- 
ing in Kuala Lumpur. Their main tORic 
was a Malaysian government proposal to 
establish an east Aslan free trade area. 
The proposed area would include Asean 
and its developed, northern neighbours, 
though Japan expresses a lack of. inter- 
est 

None of these developments Is' incon- 
sistent with Gatt Both customs unions 
and free trade areas are within Gatt 
rules, subject to two conditions: that 
obstacles of the members to external 
trade shall be no more restrictive after 
the formation of the free trade area than 
before, and that obstacles to trade 
between members of the free trade area 
are “substantively limited" on all prod- 
ucts originating within foe region. 

Yet if foe Uruguay Round does fail, 
and a rise in trade barriers results, could 


a trade war between rival blocs be in 
prospect? 

In fact, foe Importance of intra-region al 
trade for at least two of the three conti- 
nents represented at the G7 summit last 
week is modest, as foe left-hand chart 
confirms. So foe growth of these regional 
trading blocs does not. in itself, consti- 
tute a threat to world trade. 

Neither foe US nor Japan is likely to 
pursue regional trade Unite to foe detri- 
ment of its wider trade interests. Only 
32.9 per cent of US total trade in 1990 
was conducted with other American 
countries, while just 28 per cent of US 
exports went to Mexico and Canada. 
Japan’s scepticism at the Asean plan is 
partly explained by the fact that only 30.1 
per cent of total Japanese trade was with 
other Asian countries last year. 

The EC member countries are the 
exception. The majority (59.7 per cent) of 

® memb ^ trade was «her mem- 
bers in 1990, and 73.8 per cent with 
European countries. Little wonder that 
the top priority for foe EC Js removing 
mte mat barriers to intra-European trade. 

Why do the US and Japan not place a 


greater emphasis on trade HberaJisaU 

I* 16 r “L problBm tor foe Gatt neoc 
tlons is that trade plays a relatively!? 
rote in foe affaire, both anbTuS 
boMuse ft is geographically large - \ 

‘ te Thtoi lt ,s 8mfl Jtor. 

881 YOar eqiil 
lent to 16.7 per cent of gross dome 
product, compared to an eve™t»for 
individual EC member cSSSBh 
per cent Once the single-market !*'« 
Plete, the EC will 
betave,. ilkettw US. The sxternaTS 
of EC members with non-EC courfo 
was only- 1.9 percentage poJnte'ofrG 
higher than total US trSe 
This doesiiQt bode well for. 
oping countiles, which stand to 
moat, H .foe Gatt negotiations 
World Bank estimates that 
merctmndise-exports-to-GDP ratio oE 
tow- and . middle-income countries v 
15-9 per cent > 1990. comiSSw 
per cert for thous and 9.4 percert- 
Japan. Developing countries were i 
represented at foe summit last weefc 
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Government seeks public 
service accountability 


By lvo Dawnay, Political Correspondent 


THE" GOVERNMENT will 
today tmveU its long-awaited 
Citizens' Charter with pledges 
to force 'greater. aaxHiaMfflitj 
on local ardhoodtfts» ■ national 
iaed industries and ministry 

■ _ _ a * ■* *- mtl— m iAJ 


performance targets and new 

Hinm ipiBr rigrtita 

Among the measnres expec- 
ted are a greater role for the 
Audit Commission in monitor- 
ing loot! councils, action to 
reduce waiting times in the 
National Health Service and 
access .to. information, on 
schools' results to broaden 
parental 

But with the Treasury dog- 
gedly resisting measures that 
would raise public expenditure, 
the emphasis of the charter 
will centre on making pome 
services more accountable and 
“user-friendly" rather than 
imposing financial penalties 
for poor provision. 

It is understood plane to 
give British Rail passengers a 
right to financial recompense if 
services do not. meet specified 
standards have been “diluted” 
alongside measures to review 
the powers' of regulators for 
the newly privatised utilities 

Ministers are already braced 


for an onslaught of criticism 
from opposition parties, deter- 
mined to undermine what has 
been presented as Prime Minis- 
ter John Major's personal ini- 
tiative and a key component in 
the Tories election manifesto. 

The white paper comes at 
the start of a hectic final week 
of business prior to the sum- 
mer holiday recess. 

Tomorrow, the government 
is due to publish details of its 
armed services cutbacks along- 
side a report into the Gulf 
"friendly fire" . tragedy in 
which British servicemen were 
killed by US aircraft. 

At the same time, the Cabi- 
net win meet for its annual 
pre-holiday discussions on the 
p mhHn atpwwHiti m ro und, amid 
reports mat Whitehall depart- 
ments have submitted "olds" 
amounting to wen over £10bn 
above last year's spending. 

Other scheduled announce- 
ments include publication by 
Mr Michael Heseltine, the envi- 
ronment secretary, of next 
. year's Revenue Support Grants 
(RSG) for local authorities and, 
on Wednesday, the green paper 
on trade onion reform. 

Yesterday, Labour attempted 
to preempt the Citizens' Char- 


Trade union law reform plans 
win little support from public 


By Andrew Adonis 

WITH the government set to 
publish plans for tough new 
curbs, cm trade unions later 
thifl.weefc, an opinion poll pub- 
Ushed today reveals little pub- 
lic 'support for fhrffiar legal 


' sag 

- 

■ — - — ’Si-: Sc 


i progress 


The poll, carried out by NOP- 
for the TOC, showB only 18 per 
cent puMfc support for legisla- 
tion to Wwitt union rights fur- 
ther than already done by 
seven pieces of legislation 
passed since 1979, with 66 per 
cent opposed. Even Conserva- 
tive voters are strongly 
against, with 21 par cent in 
favour and 68 per cent against 
The poll also shows 93 per 
cent popular support for a legal 
right for an employee to trade 
nnfnw representation when in 
dispute with an employer, and 
85 per cent support for legal 


rights to a nTbihnnwi wage, for 
limits on hours of work and for 
rights to minimum wwniw of 
days paid leave. The govern- 
ment Ir stro n gly opposed to 
' wriafrivHiing any of those rights 
in law rr- .British or European. 

"Union .bashing is unwo rthy 
of the government”, said Mr 
Norman Willis, TUC general 
secretary. “Every other coun- 
try in the European Commu- 
nity preaches and practises 
social partnership at work - 
this poll shows the British peo- 
ple want this too”. 

The green paper, to be 
launched later this week by Mr 
Michael Howard, employment 
secretary, will feature a series 
of controversial measures to be 
should the Conserva- 
tives win the next election. 

Under the proposals, onion k 


would be required to observe a 
seven-day cooling-off period 
before calling strike action 
after a successful baHot They 
would also be obliged to give 
employers notice of precisely 
what industrial action. was to 
betaken. 

An inter-union agreement by 
which the TUC determines 
which union should represent 
a group of workers would be 
over-ridden. Instead, employees 
would be able to choose which 
union they wished to join. 

More stringent financial 
reporting ruin for unions, and 
pnihHiiflprf powers for the trade 
union certification officer, will 
also be proposed. Ministers are 
also considering giving individ- 
uals a right to compensation 
for loss resulting from unoffi- 
cial Industrial action. 
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THE BCCI SHUTDOWN 


Bank accounts ‘used to 
finance Arab terrorism 9 


ter white paper with a series erf 
demands for new controls on 
the privatised utilities. Mr Gor- 
don Brown, the trade spokes- 
man, said that the opposition 
would not be satisfied if the 
government Called to promise 
sew legislation in the autumn 
to boost the powers of regula- 
tors. 

In particular, Mr Brown 
argued that Oftel, the British 
Telecom consumers' watchdog 
agency, should be given the 
right to penalise high execu- 
tive salaries and other "board- 
room abuses” by restricting 
rises in telephone charges or 
offering rebates to phone users. 

Labour was also p rep ari ng to 
launch its own consumers’ 
charter for rail users. 

Party officials claimed yes- 
terday that private polling rtf a 
weighted sample of over 800 
voters showed 59 per cent 
viewed the Citizens’ Charter as 
“a gimmick” with 29 per cent 
disagreeing. 

However, there was some 
cheer for the gove r nment yes- 
terday in an Observer/Harris 
opinion poll showing the Con- 
servatives have narrowed 
Labour’s poll lead from 10 per 
cent to 3 per cent 


By Alan Friedman In New York 


A STRUGGLE between US 
government agencies and law 
enforcement officials over the 
investigation of the BCG affair 
was building yesterday amid 
evidence that accounts at the 
bank's London branches were 
used to finance Arab terrorism 
- iriRiniUng the handling of 
accounts for Abu NldaL 

A US official who asked not 
to be named said he was aware 
of these accounts. The official 
confirmed that to the UK the 

Bnnlr of Bnfflflnd ftim-nawl ' 

the matter with British intelli- 
gence services. 

In Washington, the Depart- 
ment of Justice declined to 
"either confirm or deny” the. 
existence of accounts at BCCI 
in London that were used to. 


help finance the activities of 
Aba Nidal and other Arab ter- 
rorist groups. 

- Mr Robert Morgenthau, a 
Manhattan district attorney 
who has been investigating 
alleged money laundering by 
BCCI as well as the bank’s 
secret control erf First Ameri- 
can Bancshares in Washington, 
said that for months the Jus- 
tice Department had ignored 
his repeated requests for cru- 
cial BCCI documents and infor- 
mation, which the Justice 
Department also denied. 

Both current and former 
investigators have said the 
Justice Department has 
trying to ensure control of the 
BCCI case for itself and to hin- 
der efforts by investigatora out- 


side the denartmenL 

Mr Morgenthau said that 
“representatives of the Justice 
Department have suggested to 
BCCI witnesses and to British 
government official* in London 
that they not co operate with 
our investigation.” 

The Justice Department 
responded swiftly saying: "We 
are not telling witnesses not to 
co operate with anybody." It 
added that “in every investiga- 
tion we always co ordinate 
with state mid -local officials, 
including Mr Morgenthau’s 
office.” The disclosure of ter- 
rorist accounts at BCCI is the 
latest of a series of clandestine 
activities coming to haht in the 
wake of the closure of the bank 
on July 5. 


Auditors concerned at bad 
loans for over 10 years 


By Richard Waters 

THE AUDITORS of Bank of 
Credit and Commerce Interna- 
tional had been concerned for 
more than 10 years about the 
way large bad loans were 
treated in the bank's books, 
according to a senior firmnrfai 
executive of the bank. 

BCG's attempts to disguise 
these bad loans, by breaking 

them into Hwiaffar amounts and 

shuffling than between differ- 
ent subsidiaries of the group, 
were at the heart of the fraud 
which led to the bank's clo- 
sure. As early as 1980, loans to 
people connected to the bank 
were disguised in this way, 
aHwrrffaip tO flnimrial exec- 


utive, who declined to be 

The former BCG financial 
officer said the Price Water- 
house partner responsible for 
the audit of BCG (Overseas), 
the bank's subsidiary based in 
Grand Cayman, had repeatedly 
expressed concerns about the 
-treatment of these loans in 
BCCTs books. 

Despite Its long-held con- 
cerns, Price Waterhouse never 
qualified any of its audit 
reports on the BCG accounts. 

Many of the loans shown in 
the hooks of the bank’s Cay- 
man operation originated in 
the London branch but were 


booked in the Cayman falanria 
for tax reasons. 

According to the former 
executive, loans were passed 
by book entry between, differ- 
ent subsidiaries with no sup- 
porting documentation. Inter- 
est which accrued on the loans 
was taken into the bank's 
profit and loss account, even 
though no Interest was ever 
received. 

The audit of the Cayman 
operations involved Price 
Waterhouse staff in both the 
Gtond Cayman, where many of 
the loans were booked, and 
London, where documentation 
was meant to kept 


BCC(E) may take over branches in Pakistan 


By Fartian Bokharl in Islamabad 
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About 500 people demonstrated threw 
Hong Kong yesterday in protest at the 


the streets of 
(c’s liquidation 


Concern voiced over 
protection of assets 


A TAKEOVER bid for the 
three BCG branches in Pakis- 
tan has been conditionally 
approved by the board of direc- 
tors of the Bank of Credit and 
Commerce (Emirates), the 
United Arab Emirates 
of BCCL 

The approval is nrmdWnnal 
0Q a se ttlement of a final {sice 

this week with the State Bank 


of Pakistan, the central bank. 

Last Tuesday, two senior 
BCC(E) executives formally 
told Mr LA Hanafl, Pakistan’s 
centr al hank governor, of their 
Interest in acquiring the BCCI 
branches. A senior banker yes- 
terday said a settlement might 
take place this week. 

Senior officials have said 
recently that they would like 


the BCG branches to continue 
operations even under a new 
management such as the 
BCCCE), but would like to be 
certain that there are no legal 
issues involved. A BCCI 
banker said the future of the 
liabilities of the bank, espe- 
cially its foreign-exchange 
commitments, would also need 
to be discussed. 


By Bernard Simon in Toronto 

THE RECEIVER of BCCTs 
extensive operations in the 
Cayman Islands is concerned 
that authorities in some coun- 
tries are foiling to take the 
-steps necessary to protect the 
assets of the scandal-ridden 
bank. Mr Ian Wight, the 
receiver, declined to identify 
the countries, but said there 
are others besides Pakistan, 
where BCCTs branches have 
remained open since the sei- 
zure of the bank's assets over 
the past two weeks. 


BCCTs Cayman operation 
controlled branches In 29 coun- 
tries around the world. Assets 
controlled from the Caymans 
reached a peak of (7bn in 1989- 
Mr Wight said authorities in 
some countries are considering 
paying out BCG creditors 
“under some guise or another”, 
which might be contrary to the 
interests of the creditor group 
as a whole. Mr Wight says he 
has warned the governments 
concerned that they could face 
legal action later. 
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From the moment you enter the air- 
conditioned cabin, them is little doubt 
that the standard selected for the Jaguar 
Sovereign is one - of uncompromising 
luxury 

Ease tbc door dosed and you enter a 
unique environment tailored and per- 
fumed with supple; hand-stitched hides. 
Here the mellow lustre of inlaid burr wal- 
nut disaeedy counterpoints an interior 
chat has long been synonymous with this 
distinctively British Saloon. 

Generously proportioned front seats, 
with lumbar support are electrically 
adjustable, so perfect positioning is avail- 
able at die touch of a button, while in 
the rear, diene is armchair luxury, and 
individual reading lamps add a further 
touch of distinction. 

Windows, aerial and heated minors 
are also electrically controlled for easy, 
efficient use. Ac your fingertips, a choice 
of ‘sport’ or ’normal' automatic trans- 
mission driving modes is complemented 
with power-assisted steering. Whilst 
cruise control tames the exhilarating 
performance of the Sovereign’s 24 valve 
4 htrr electronically managed engine into 
near silent obedience. Other technical 
innovations include a sophisticated anti- 
lock braking system and a low-loss catalyst 
exhaust. 

As with everything else, the Jaguar 
Sovereign's in-car entertainment sets its 
own standard. 

A custom-designed system featuring 
a radio that ingeniously scans the air- 
waves for traffic reports, even when the 
driver is listening to a cassette or, the 
sop h isticated optional Compact Disc 
player. A modesdy priced addition, in a 
marque char continues to have all the 
options exceedingly weD cove r ed. 

THE SOVEREIGN 
4*0 LITRE 
£37,200 


JAGUAR* ARARESETOFVALUES. 
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Slower fall seen in London service sector I Road deal 


By Alan Pike 


THE RATE of economic 
decline In London's service sec- 
tor is slowing and there an 
■d gns of confidence recovering, 
the London Chamber of Com- 
merce says in its quarterly eco- 
nomic trends survey today. 

Warnings that service 
employers In the capital con- 
tinue to face difficult condi- 
tions accompany the survey, 
but the chamber says the 
results disclose a modest slow- 
ing in the rate of decline in 


activity in the second quarter 
of 199L This Is the first evi- 
dence of a slowing down in the 
decline since the recession 
became obvious in mid 1990. 

Altogether, 36 per cent of 
service-sector companies now 
predict that profits will 
increase in the next 12 months, 
compared with 26 per cent in 
the last quarterly survey. The 
proportion predicting cuts in 
investment in the coming year 
fell slightly from 32 per cent to 


29 per cent between the first 
and second quarterly surveys. 

Further reductions in inter- 
est rates were cited in the sur- 
vey by 73 percent of service- 
sector companies as the most 
important ingredient for 
improving business prosperity. 

The slowing in the rate of 
decline in business activity for 
service companies was not 
reflected In London’s manu- 
facturing sector. The survey 
says jobs are now being 


lost at a fester rate in manufac- 
turing companies than service 
ones. 

A total of 62 per cent of man- 
ufacturers reported a fall in 
domestic orders in Hue second 
quarter - up slightly from 
60 per cent in the first quarter 
- and 89 per cent of busi- 
nesses were operating below 
full capacity compared with 81 
per cent In the previous quar- 
ter. 

The prop o rtion of manufac- 


turing employers reporting an 
overall reduction in staff rose 
from 41 per cent In the first 
quarter of the year to 52 per 
cent in the second. 

The chamber predicts that 
London will continue to suffer 
disproportionately from job 


London Chamber of Com- 
merce Quarterly Economic 
Trends Survey. 69 Carman St, 
London EC4N SAB. W mem- 

bers, £18 non-members. 


Hard times turn 
the bloom into 
gloom in Bristol 


li. mBrnm ! ' ~ v - : r* 

“I 


Michael Cassell in a dty that 
had to cancel its flower show 
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T HE BLOOM has gone 
out of Bristol. With the 
commercial capital of 
the south-west wilting in the 
recession, the city's flower 
show has been cancelled for 
the first time in 46 years. 

Mr Roy Smith, secretary of 
the Downend Horticultural 
Society and an exhibitor for 20 
years, mourns the loss: “It’s a 
very sad day. For many of us 
the show was the highlight of 
the year.” No one can say with 
any confidence whether it will 
be revived in 1992. 

The decision, announced by 
a charge-capped city council 
unable to attract a private 
sponsor to help meet the 
show's cost follows the cancel- 
lation of the British powerboat 
grand prix, which draws 
250,000 visitors to Bristol from 
around the world. This year it 
failed to secure a corporate 
sponsor with £100,000 up its 
sleeve. Unexpected gaps in the 
city's busy ralurwlar of events 
may not at first glance, appear 
to be the stuff of crisis. Yet 
they help to confirm that in 
spite of outward appearances, 
even Britain's economic 
strongholds are under siege. 

The dty still looks smart, Its 
waterside cafes busy with tour- 
ists and stores in the Broad- 
mead shopping centre selling 
high-margin “treats" to cus- 
tomers who are compensating 
thems elves for cancelling the 
annual holiday. Even Verre- 
chia & Sons, the local 
ice-cream makers, managed to 
put on a brave free when the 
brief, summer heatwave sent 
sales soaring. 

Bristol has been regarded as 
one of Britain’s ’‘sun belt" 
cities. It has taken foil advan- 
tage of an extended period of 
economic buoyancy to act to 
transform its commercial base, 
attracting new-technology 
industries and financial ser- 
vices while trying hard to 


maintain a tiaelining manufac- 
turing sector. 

As traditional jobs have 
dwindled, jobs in banking, 

insurance and Other financial 

services have flourished, creat- 
ing more than 30,000 jobs and 
enabling Bristol to eiaim amt 
It 1ms become Britain’s "second 
flnanrifll dty". 

New-technology companies 
have also poured in to help 
complete the picture of a 
dynamic local economy trying 
to cope with the famTHar ail- 
ments of success, suc h as wiring 
shortages and lengthening traf- 
fic jams. 

For all its efforts, though, 
Bristol has not bean able to 
escape. This time the recession 
has bitten deep Into the type of 
economic activ it y that was not 

supposed to get badly hurt 

Many of the financial institu- 
tions that have moved into the 
dty since the last recession are 
now shedding jobs. Employers 
in the insurance sector, such 
as London Life and Clerical, 
Medical and General, are 
engaged in redundancies. 
Banks and finandal service 
companies are shedding 
increasing numbers. 

Mr Mike West, the dty coun- 
cil's director of economic devel- 
opment, says the recession is 
having a “devastating effect” 
on the Bristol economy, 
already facing the repercus- 
sions of a shake-out among 
defence contractors. 

Rolls-Royce and British 
Aerospace directly sustain 
17,000 jobs locally and support 
many more in the area. Bristol 
Polytechnic has just forecast 
that 40,000 out of 150,000 
defence-dependent' jobs in the ' 
south-west might be lost in the 
next 10 years. 

With job losses across the 
board, unemployment in Bris- 
tol has already risen by more 
than a third in recent m o nths 
to reach an average of 10 par 
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No escape: Bristol transformed its commercial base but still feels the recession 


Impact of 
recession 



BRISTOL 


wmt Tn some localities it runs 
as high as 25 pa* cent. 

Mr Graham Robertson, 
leader of the Labour-controlled 
council - still Hinging to its 
policy of avoiding compulsory 
redundancies - says the real 
tragedy of the decline in 
defence work is the potential 
loss of engineering and elec- 
tronics skills. The trouble, he 
emphasises, Mil be com- 
pounded by the recession. 

“Many of our small busi- 
nesses could have absorbed the 

skilled workera looking for jobs 

but they are now under real 
pressure. Not only are they los- 
ing subcontract work but they 


are being squeezed bard by the 
banks." 

Mr Robertson Is optimistic 
about Bristol’s longer-term 
prospects but pessimistic about 
the immediate future. "I think 
it will get worse yet before it 
gets better." 

The emphasis on optimism 
at the Bristol Development 
Corporation, controversially 
instructed to redevelop about 
900 acres of city-centre land 
but waiting for tile economic 
revival necessary to help It 
achieve its ambitions. 

Mr Miles CoHlnge, chief exec- 
utive of the BDC, agrees that 
the local economy has suffered 
badly and admits that any far- 
ther deterioration would spell 
disaster. “The recession will 
probably take longer to poll 
out of than many expect But 
the idea that it might yet get 
worse is impossible to contem- 
plate.” 

Mr CoQinge looks for the sil- 
ver lining. “The city faced 
.problems of overheating and. 
the ' setback has at least given 
A us 'the' opportunity to take 
stock and try and redress 
imbalances before targetting 
fresh, inward investment 

“The danger for a place like 
Bristol la that it can get a little 
complacent Once that hap- 
pens, it can become vulnerable. 


Decision on 


army cuts 
made today 


Sales fall is easing, 
retail trade reports 


Wholesaling 

Sates C%) 




Outers (%) 
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Stocks (%) 
50 


By Alan Pike 


By John Hunt 


FINAL DETAILS at where cuts 
will be made in the army will 
be decided today when Mr Tom 
Ring, the defence secretary, 
meets the army board. 

A statement Is expected in 
the Commons this week giving 
details of proposed cuts in all 
the armed services. 

Mr King has already 
announced that the army will 
be reduced by 40,000 personnel 
to a figure of 116,000 over the 
next three years. 

Some Conservative MPs 
strongly oppose the cuts and 
are worried that famous regi- 
ments may disappear or be 
merged. 

There are fears that Britain 
will have its smallest land 
army for more than a century. 
Mr King said yesterday he felt 
no guilt about the reductions. 
“My duty is to make sure 1 deal 
fairly across the board," he 
said. 

“I have a responsibility to 
parliament which votes the 
money. We are spending £24bn 
on our defence and I have to 
make sure the money Is prop- 
erly spent” 

Speaking on television yes- 
terday morning, he denied that 
all the decisions on the defence 
cuts were being made by civil 
servants. 

He said that if the army were 
not trimmed to an appropriate 
size there would be too many 
regiments. They would then be 
starved of equipment and 
would not have decent facili- 
ties or accommodation. 


WHOLESALE and High Street 
sales remain weak but with 
signs that the rate of decline 
may be slowing, according to 
the Confederation of British 
Industry/Financial Times 
monthly survey of the distribu- 
tive trades published today. 

Mr Nigel Whittaker, chair- 
man of the CBTs distributive 
trades panel, said that with 
unemployment still rising 
sharply “ ft could well be some 
time before consumer confi- 
dence is restored", in spite of 
recent interest rate cuts. 

Retail sales volumes 
remained below the level of 
June, 1990, last month «fh*r a 
sharp decline in volumes in 


May. A balance of minus 4 par 
cent of retailers reported that 
June sales were poorer than a 
year earlier. That compares 
with minus 8 per cent in May 
and minus 7 per cent in Janu- 
ary. Suggesting a Blafjlwwimg in 
the By contrast, 

the Jane 1990 balance was phis 
27 per cent 

The s ur v ey , which polled 567 
companies in the retell, whole- 
sale and motor trade sectors, 
shows that retailers expect to 
see a small pick-up in sales 
this month but are lass opti- 
mistic about the extent of any 
likely improvement than in 
other recent surveys. 

“Since the anticipated 
growth in volumes reported in 
recent surveys has not been 
fulfilled, retailers are now 
more cautious about any forth- 
coming improvement," Mr 
Whittaker 


Another hint of a slowing in 
tiie rate of decline is contained 
in the survey’s results in 
wholesaling. Although sales 
volumes are below hut year's 
levels for the ninth successive 
m onth , the balance of minus 20 
per cent of wholesalers report- 
ing lower sales compares with 
minim 31 per p*"* in May aTM i 
minus 48 per cent in February. 

A balance of minus 27 per 
cent said that sales last month 
were poor for the time of year, 
compared with minus 35 per 
cent in May and minus 51 per 
cent in February. 

Further fails in sales are 
expected by wholesalers this 
month, although they believe 
the rate of Sgrihw* will remain 
“less severe” than at the begin- 
ning; at this year. 

Across the distributive 
trades as a whole, the survey 
shows that in June distributors, 
placed lower volumes of orders 
with suppliers then a year ear- 
lier. That has been an 
unchanging picture for 14 suc- 
cessive surveys. 

The survey shows a further 
severe decline in motor trade 
sales in June, with a balance of 
mlnna 82 per cent of traders 
reporting sales down on a year 
earlier. 

Traders interviewed for the 
survey expected to see a fur- 
ther decline in sales this 
month compared with last 
Jhly, although the survey was 
conducted before the introduc- 
tion of discount campaigns by 

a n limb er of cat immuTflC tor- 

ers. 


* V- I *. 

ill 1111111 

inisgs 









Mar 90 
» Expec te d balance 


■Reported balance 


Retailing 


Sates (%) 
50 


Orders (%) 
30 


Stocks (%) 
3 C 



Total distribution 


Reported balance 


Sates (%) 
30 


Orders (%) 
20 


■*- ^ t | 

t l# wMmM 


t&mmm 

I MM 



Stocks (%) 
40 




iill 






fit v 


-50 

Mar 90 
Expected balance 







Reported balance 


expected 
to be won 


by French 


Investment today is highly 
mobile and there is a lot of 
competition from other com- 
mercial centres. The recession 
will help keep the place on its 
toes.” 

The Bristol Chamber of Com- 
merce is more concerned about 
businesses managing to stay 
on their feet Mrs Susan Marsh- 
field, director of public and pol- 
icy affairs, says the recession 
is “cutting into the heart rtf 

mmpi m«>g ° and tnaintainH that 
there ism sign of the return in 
confidence that must precede a 
revival 

“Many small businesses 
which began with great opti- 
mism in the last few years 
have not managed to get them- 
selves into a strong enough 
position to survive the down- 
turn. There are severe cash- 
flow problems and the result is 
a lot of insolvencies." 

Cashflow means something 
rather different to Mr Ryan 
Cadby, sitting with his two 
adopted dogs In an empty door- 
way cm College Green. 

Mr Cadby is unemployed and 
says his wanderlust means he 
would not take a job if he was 
offered one. “The finances are 
not too bad because people dip 
into their pockets when they 
see the puppies. I let other peo- 
ple worry about the recession." 


Fresh upward 
drift forecast 


Environmental 


concerns grow 

NINE OUT of 10 consumers say 
that concern for the environ- 
ment influences the products 
they buy to some extent or 
other, according to the annual 
Planning for Social Change 
survey published today by 
the Henley Centre to Forecast- 
ing. 

Four out of 10 say environ- 
mental concerns are influential 
most or all of the time. 

With concern about pollu- 
tion continuing to grow at a 
steady rate, 11 per cent of peo- 
ple in tiie survey claimed that 
everything they bought was 
environmentally sound. 

About a third were prepared 
to pay at least 5 per cent extra 
for products that avoid harm- 
ing the ozone layer, or that 

amid harming anlrnals 

Planning for Social Change 
1991-92 is published to/ the Ben- 
ley Chntre for Forecasting, 2-4 
Tudor Street, London EC47 
0AA. By subscription. 


Fimbra imposes 
penalties 


FTMBRA, the Financial Into 
medi arifis. Managers, and Bro- 
kers Regulatory Association, 
has ordered two insurance bro- 
kers to suspend investment 
services for three business 
days each. 

The two firms are both sin- 
gle proprietor operations. They 
are IMG Insurance Agency of 
Castle Bromwich, ffinniwghniw , 
owned by Mr Terence Micfraai 
Gibson, and Nlgd Davis Insur- 
ance Services of Wellingbor- 
ough, owned by Mr Nigel 
Davis. 


Stimulus to rail freight is expected today from Rifkind 


MR MALCOLM RIFKIND, the 
transport secretary, will today try to 
give substance to his recent commit- 
ment to get freight off Britain’s roads 
and on to the railways, Richard Tom- 
kins writes. 

He Is to chair a one-day seminar in 
London at which he win discuss with 
100 delegates from the transport 
industry how best to overcome the 
obstacles to making more use of rail 
for freight 

He is expected to announce further 


moves to encourage freight on to 
trains, including details of the cross- 
Channel freight services planned by 
British Rail to the opening of the 
numne! tunnaL 

Mr Rifirind’s commitment to rail 
freight was given at a Financial 
Times transport conference in May, 
when he retored to four moves which 
he said would help to take goods off 
tiie road. 

They were an Increase In the 
so-called “green” grant, which 


rewards companies for using rail 
instead of toad; the opening up of 
BR’8 tracks to private-sector opera- 
tors; the advent of combined trans- 
port which transfers tony loads to 
rail wagons to the long-distance part 
of their journey; and the opening of 
the Channel tunnel. 

Mr RiftbuTs initiatives have met 
criticism from the transport Industry, 
which says the difference they will 
make to levels of road freight will be 
so small as to he Insignificant. 


It is widely accepted in the trans- 
port industry the* rail is uncompeti- 
tive with road to distances of less 
than 200 miles. Because few freight 
journeys in Britain exceed that dis- 
tance, BR’s share of the freight mar- 
ket has shrunk to barely 8 per cent 
Mr Rifirind has said that because 
the C hann el tunnel will extend 
through-rail services from Britain to 
the Continent, it will take 400,000 
torryloads a year off Britain's roads 
when it opens in 1993. 


The Henley Centre for Forecasting 
said in a report last week, however, 
that that would represent less than 
0.25 per cent of the road freight nmr- 
ket in terms of tonnage lifted. 

Many transport operators believe 
that only a substantial injection of 
public rands into rail freight termi- 
nals, trains and tracks, combined 
with much higher fawatfon of road 
vehicles, wDl make a significant dif- 
ference to the balance of traffic 
between rail and road. 


Morris ponders 
reshuffle among 
TGWU leaders 


DEPARTMENT of Transport 
officials are close to awarding 
the contract to build Britain’s 
first privately financed toll 
motorway to a French-led con- 
sortium containing four British 
construction companies, 
Andrew Taylor writes. 

The 30rafle motorway to the 
north of Birmingham is expec- 
ted to cost about £250 hl The 
total bill, including financing 
costs, is likely to rise to about 
£500m. 

The consortium now favour- 
ite to win the contract is led by 
Cafiroute, a large French ton 
road operator. It is being sup- 
ported by Manufacturers Han- 
over, the US bank. 

British members of the con- 
sortium include Robert M. 
Douglas, Alfred McAlplne, A. 
Monk and AF. Budge. There 
are also three French contrac- 
tors, Sogea, Jean Lefebvre and 
GTU International. 

A joint venture between 
Trafalgar House, the UK con- 
struction, property, shipping 
and hotels group, and Italstat, 
Europe's largest ton road open 
ator, had previously been con- 
sidered favourite to win the 
contract. 

The Cafiroute consortium is 
understood to have offered bet- 
tor finandal terms. According 
to one construction company 
dose to the deal, the Franco- 
British consortium is “90 per 
cent certain of winning the 
award”. 

Trafalgar House is bidding 
£114m for Davy Corporation, 
which owns Monk, one of the 
members of the Cafiroute con- 
sortium. 


By John Gapper, Labour Editor 


MR wtt.t. MORRIS, the next 
leader of the Transport and 
General Workers' Union, is 
thought to be planning a 
reshuffle of the union's leader- 
ship t hat would Include remov- 
ing Mr Eddie Haigh from the 
Labour party national execu- 
tive. 

Mr Morris has told col- 
leagues that he wants the 
union to be represented on 
Labour’s national executive 
committee (NEC) by whoever 
is elected as his deputy. He is 
apparently unsatisfied by Mr 
Haigh's performance on the 
NEC. 

Mr Morris wants the TGWU 
to mirror the National Union 


EMPLOYMENT 


of Public Employees and the 
faffl general union by having 
its deputy leader on the NEC 
rather than Mr Tfaig h , who as 
TGWU assistant general secre- 
tary is the union’s third-in- 
command. 

The forthcoming election to 
TGWU deputy general secre- 
tary will be the first stage in a 
reorganisation of the nnion’s 
leadership to coincide with the 
retirement of Mr Ron Todd as 
general secretary in March 
next year. 

The two main candidates to 
become dep uty to Mr Morris 
are Bkely to be Mr Jack Dro- 
mey Mr Jack Adams, the 
national secretaries responsi- 
ble for public services in the 


motor industry- ,*£“22^ 
thought to favour Mr Adams. 

IF Mr Adams is elected, he 

could not join the 
because he is a ^rnber ofthe 
Communist party- & 
event Mr Moms may favour 
the nomination of Ms Margaret 
Prosser, at present the unions 
national officer for womWL 

Mr Morris is believed to have 
wanted a reshuffle under 
which Mr Adams would 
become his deputy, Mr Dromey 
would be appointed to a vacant 
assistant general secretary 
post and Ms Prosser would 
become the union's national 

^However. Mr Dromey 
resisted pressure from the 
union's left caucus to accept 
that arrangement rather than 
stand against Mr Adams. Mr 
Dromey is now unlikely to be 
appointed assistant general 
secretary if he loses the deputy 
leader election. 

Although the TGWU has no 
automatic seat on the Labour 
NEC, it is virtually guaranteed 
that its nominee will be elected 
to one of the 12 union seats on 
the NEC because it is the 
largest affiliate to the 
party. 

Mr Dromey declared on Fri- 
day that he would stand for the 
anion's deputy leadership, 
which will be vacated by Mr 
Morris when he takes over 
from Mr Todd. 

Mr Adams is believed to be 
considering riftffaring his own 
candidacy this week. 


Union merger talks 
are ‘constructive’ 


ALMOST half the UK popula- 
tion will be in the top three 
socio-economic groups by the 
year 2000, according to the 
Henley Centre for Forecasting. 

In its annual P lanning for 

Social Change survey, pub- 
lished today, the centre pre- 
dicts a renewed drift in favour 
of professional an d managerial 
jobs Mice the economy recov- 
ers. The proportion of the pop- 
ulation in groups A, B and Cl 
will rise from less than a third 
in 1958 to almost 50 per omit by 
the year 2000. 

With rising "discretionary 
income”, the Henley Centre 
expects people to spend less 
time on watching television 
and cheaper home-based activi- 
ties. and more on hobbies, : 
sports and holidays that take 
them out td the living room. 

The survey indicates a 
rier.tining antipathy to foreign 
companies opening for busi- 
ness In the UK. Only 5 per cent 
of those asked would positively 
refuse to work in Britain 
for a European company, com- 
pared with 10 per cent two 
years ago. 


By Andrew Adonis 


WEEKEND merger talks 
between the EEPTU electri- 
cians' union and the AEU engi- 
neering union were described 
as “constructive” and will con- 
tinue over the summer. 

A merged union would be 
more than lm strong and 
would greatly simplify pay bar- 
gaining in British industry. 
Even so, it might cause dissen- 
sion in the Trades Union Con- 
gress, from which the EEPTU 
was expelled three years ago 
after its refusal to accept TUC 
rulings on sfagfeunfon agree- 
ments. 

Mr BflL Jordan, AEU presi- 
'fient, said yesterday: “The dis- 
missions were preliminary, but 
we expect to get to substantive 
issues soon.” 

Merger talks foundered two 
years ago when the AEU's 
national executive voted nar- 
rowly against merging with 
unions not affiliated to the 
TUC. 

A me rger would provide the 
EEPTU with a route hack into 
the TUC. Pressure on it to find 
a way of rejoining increased 
last month when the annual 


conference of the Confedera- 
tion of Shipbuilding and Engi- 
neering Unions voted to expel 
the EEPTU at the end of 1992 
unless it takes steps to rejoin 
the TUC. The AEU abstained 
in the vote, with Mr Gavin 
Laird, AEU general secretary, 
describing the action as “a 
token of friendship" with the 
EEPTU. 

Relations between the two 
unions on the shop floor are 
close, and in spite of difficul- 
ties likely to arise with the 
TOC. a merger with the cash- 
rich EEPTU Is an attractive 
proposition for the AEU. 

The dbpute that led to the 
EEPTU*ag, expulsion from the 
TUC concerned two single- 
union no-strike deals which 
the TUC said breached its 
so-called “Bridlington rules”, 
designed to prevent inter-union 
poaching. The EEPTU churned 
the rules undermined the right 
of individuals to join a union of 
their choice. 

The two unions have radi- 
cally different constitutions, 
which win make the merger 
negotiations complicated. 


Job losses are worst in 


south-east, Labour says 


By Andrew Adonto 


MORE THAN 500,000 jobs have 
been lost in the past year, with 
the south-east worst affected 
and the rate of losses accelerat- 
ing, according to a Labour 
party survey published today. 

The survey, based on analy- 
sis of job losses announced in 
national and regional newspa- 
pers, shows 208,830 losses in 
the second quarter of this year. 

Of those, 23,000 - 37 per 
cent of the losses wholly attrib- 
utable to specific regions - 
were in the south-east Hie 
north (UMNO losses) and Scot- 
land (6,000) were also badly 
affected, with Wales the only 
region to record an increase on 
the previous quarter. ' 

Defence cuts, concentrated 
in the southeast, were respon- 
sible for more than half of all 
losses between April and J unta 
Manufacturing of nwfol goods, 
engineering and vehicles 
accounted for 13.5 per cent; 
and transport, telecommunica- 


tions and energy for 14 per 
cent 

Mr Henry McLeish, a Labour 
mnployment spokesman, said 
the survey greatly underesti- 
mated the true level of job 
cuts, since it was based only on 
formal announcements. “In the 
past 12 months ova- lm jobs 
may have been lost - yet 
another reminder of the gov- 
ernment’s economic failure " 
he said. 

The survey supports recent 
warnings by the Organisation 
for Economic Co-operation and 
Development that economic 
recovery will be slow and 
uncertain. 

The latest OECD forecast 
warned that growth in Britain 
would be minima l (03 per cent) 
to the second half of this year, 
y™ the economy likely to 
Brow more slowly than that of 

'SKSraastMppsw 


nations in 1992. 


Survey finds increasing 
‘annual hours’ deals 


By Andrew Adonis 


SERVICE-SECTOR companies 
are beginning to adopt “annual 
hours 9 systems, by which 
working obligations are 
expressed in an annual and not 
a weekly total, according to a 
report published today. 

The report, by toe Income 
Data Services research group, 
cites a number of recent 


factoring Industry in the fate 
1970s mid early lS80s, partku- 

ta^t^coattanous-proces. 

Advantages of annual horns 
systems dted by employers 
hwlude flexibility (especially- 

tog), toe reduction or eUna- 
tion of ovmhne, more stable 


company able to require them 
to work a further ISO hours to 
overtime. 

Annual hours systems were 
increasingly adopted in inanu-. 


includes new 
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ms s tudy 49 ft Income Data 
Services Ltd, ISSSt Jotm 4m 
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In the last two decades more and more major 
IT companies have appreciated that discovering Wales 
is a good move for business. 

It’s advantageous in so many ways— not just 
because of a hard-working, productive and skilled 
workforce, or the University of Wales’ superb 
R &. D expertise. 

Not to mention the wealth of property 
available at such reasonable rates, or even the excellent 
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Welsh Advantages is the quality of life— Wales is one 
of the most agreeable places in the UK to live and bring 
up a family. 

Another bonus is the WDA. 

Not only is The Welsh Development Agency 
ready willing and extremely able to offer you a wide range 
of help, advice and services above and beyond those 
usually offered by other Development Boards, but it also 
has its own team of IT professionals who understand just 
what you will need to get from a new location. 

Put the Welsh Advantage to the test for yourself 
Contact the numbers below for action. 


m- (0222) 666862 

Fax; (0222) 668279 
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WDA 
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MANAGEMENT 


T he argument between indus- 
try and the City over short- 
termism has not gone away, 
iipfcpri, the current wave of 
critidsm of the banks for “profiteer- 
ing" on their loans to companies dur- 
ing a recession and in spite of failing 
base rates is just another example of 
the fact that to many in industry and 
commerce the City has failed to do 
what is expected of it. 

It is unfortunate that there is a 
mismatch in both perception and real- 
ity between the City and the corpo- 
rate sector over the roles of both file 
capital and the money markets. 

The City, and especially that part of 
it concerned with the capital market, 
seems to think that the corporate 
attack on it is that it is short term in 
the sense that it misprices shares. It 
Is perceived to do that because at the 
heart of its operations are two mal- 
functions. 

First, analysts and fund managers 
emphasise current earnings and divi- 
dends rather than future ones, and 
apply their price/eamings rates to fig- 
ures which are too low. 

Second, fund managers are under 
short-term pressures because of the 
way in which the; are evaluated on 
their quarterly performance. 

The fact is, however, that the corpo- 
rate critique of the City is much 
broader. Business sees the equity 
market primarily as a source of capi- 
tal; that is, the place where, in the 
first instance, companies became 
widely owned by the public as a result 
of initial issues of shares for cash, and 
then later as the place where addi- 
tional capital is raised as a result of 
secondary issues. But unfortunately 
over the years the City and the capi- 
tal markets have, to an extent, lost 
sight of this fundamental purpose and 
no longer see themselves primarily as 
company developers, finding finance 
for industry and commerce via the 
promotion of new stocks. 

The City's counter attack is that: 

• The stock markets' pricing behav- 
iour is not the cause of the prohlem; 
shares are not mispriced. The market 
does not overemphasise current earn- 
ings and dividends; price/eamings 
ratios do reflect long-term forecasts 
and growth prospects. Indeed, com- 
pany announcements about capital 
expenditure, research and develop- 
ment and new investments often 
result in price increases. The markets 
are not, in fact “short term**. 

• Management, however, often takes 
a “short term" stance in the corporate 
sector. Current businesses are milked, 
and R&D is neglected because of 
short-term pressures to increase the 
dividend, to increase the share price, 
to respond to fund managers who are 
evaluated quarterly, and to ward off 
the takeover threat 
9 All this intensifies management's 
propensity to be short term. This is 
brought about basically by reward 
systems, internal measures and capi- 
tal budgeting, lack of profitable oppor- 
tunities and erroneous concepts about 
the cost of capital 

• The solution is not to tinker with 


The debate about short-termism rages on. Alan Gements 
suggests that industry and the City should understand each 
other’s point of view and start working together 


Why perception and 


reality do not tally 






Alan Clements: the GHy and the capfiaf markets have lost sight of tfwfr fundamental purpose 


systems (the markets, taxation, finan- 
cing techniques, regulations etc) but 
for management to "manage as if 
tomorrow mattered". 

What is the reply of business to 
this? It is a three-part answer. 

• Investment and merchant bankers 
and brokers used to hold the view 
that the c a pital market’s prime pur- 
pose was as a source of capital for 
industry and commerce. But over the 
years most of the operators in the 
market - market makers, brokers, 
investment bankers and investors - 
have come to see the market as some- 
thing else. They seem to view it how 
pre-eminently as a place in which 
stocks are purchased for their income 
return and for capital gain. 

What is more, they are concerned 
less with stocks newly issued by com- 
panies than with stocks which have 
been in existence for a long white, 
and which will have changed hands 
many times before. The results are 
that buyers and sellers who ought to 
attempt a fun dam ental evaluation of 
their commodity - stocks and shares 
- often do not, and instead think 
more of the market as a whole, and 
what it will do next 

It seems that the equity markets 
have developed in a way which has 


placed undue wnpimnii; on secondary 
or trading markets. This is revealed 
by their pre-occupation with liquidity, 
and behind that by the degree of 
speculation which has been seen as a 
necessary concomitant of liquidity. 
These two, it is argued, are vital for 
the sustenance of efficient capital 
markets in equity stocks. 

The test of an efficient market does 
not seem to be its ability to provide 
new finance for industry and com- 
merce, but rather its capacity to oil 
the wheels of trading in stocks and 
derivatives from them, such as 
‘futures, options and indices. 

The result has been a tendency for 
equity investors to lose interest in the 
essential characteristic of an equity 
investment, namely the fact that it is 
a purchase of a part-ownership of an 
enterprise. 

The reasons behind this loss of 
Interest have often been stated - 
ownership of companies has become 
too fragmented (if you are a small 
shareholder why bother to interfere if 
over 99 per emit of any benefit is 
going to accrue to others?), mid larger 
shareholders (the institutions by and 
large) an more concerned with diver- 
sification of their portfolios and per- 
formance against an index. The result 


is dilution of the ownership role, and 
a distortion of the market’s funda- 
mental purpose. 

That purpose is the facilitating of 
long-term Investment in the economy 
via the raising of new finance, and 
the purchase of a share of ownership 
in business. Unfortunately, investors 
have been persuaded that it is only 
the secondary or trading market 
which matters, that by studying and 
understanding it one can become a 
successful investor. 

Instead, the experts have argued, a 
study of a stock’s short-term fluctua- 
tions relative to the market plus a feel 
for what the market will do next, is 
all that is required. Liquidity is, of 
course, a vital feature of the market, 
but those developments have meant 
that liquidity has become synony- 
mous with volatility and high turn- 
over. 

Why does the equity market need 
so much liquidity to make it efficient? 
What is wrong with investors concen- 
trating on long-term fundamentals, 
white speculators who need liquidity 
fill in the gaps and smooth out fluctu- 
ations? Is it perhaps that the effi- 
ciency pursued by the market - 
aided and abetted by liquidity and 
speculation - is an efficiency of 


operations measured by volumes, 
turnover and commissions? 

The result is that the capital mar- 
kets seem either to drown in their 
own liquidity or to complain because 
of starvation as a result of drought- 
small wonder that the corporate sec- 
tor asks: what is It all about espe- 
cially when after all the activity, and 
the ups and downs, the big institu- 
tions look little different from a year, 
or two years ago. 

- • The second point is that this whole 
process has been made worse by 
developments which the markets 
have hailed as innovative Ufa savers 
such as futures and options on indi- 
ces, and "portfolio insurance". They 
have to be regarded as counter-pro- 
ductive because, although they have 
represented the markets’ attempts to 
make long-term investment in unsta- 
ble times easier, they have intensified 
liquidity and volatility, and in the end 
they bare not really worked - wit- 
ness the stock market crash of Octo- 
ber 1987. 

Mine important, they have widened 
the already sizeable gaps which 
existed between investors and the 
companies whose shares they contem- 
plated buying. Why? Because now the 
Investor could, in a large way, buy 
the market and not individual stocks. 

The stock market exists, in the eyes 
of the corporation, as a m edunim 
which transmits investors’ derisions 
as to which industries and companies 
are most likely to prosper, into final 
values, and thus makes it possible for 
these favoured "names" to raise new 
capital and grow. But now, as a result 
of d erivative s and the like, investors 
commanding huge pools of money can 
influence the market without exei ris- 
ing this vital judgment In fact by 1987 
a massive amount of money was only 
“passively managed" - small wander 
that disfUusiomnent with the whole 
system set in. 

% The corporate sector Is still per- 
plexed that companies can have two 
values — one the result of the n ormal 
interplay between buyers and sellers 
In the everyday gffirfgnt market, and 
the other the product of a bid. The 1 
real point abont the difference 
between the two valuations is that it 
seems to prove that in the normal 
course of things the true value of 
retained earnings is overlooked. The 
price/earnings multiples- .which 
emerge in takeovers are nearer the 
"truth", if cme can use that term in 
what is, after all a game played . 
against a background of almost total , 
uncertainty. 

Having restated the industrialists’ | 
case, what can be done about it? First 
of all, the City and the corporate sec- 
tor should stop blaming each other. 
Once again both are in deep trouble. 

Both sides need to see whether they 
can appreciate each other’s point of 
view, agree that there is something in 
each side’s case, and then sort out 
how to work together to make the 
economy viable and vibrant again. 

The author is the former finance 
director of ICI and is chairman of 
David S Smith (Holdings). 


Clean clothes to 
scale fresh peaks 


Chris Tighe meets an entrepreneur making 
the move from big to small business 


F ormer ColoroU chairman 
John Ashcroft discov- 
ered the downside of 
high-profile acquisitive man- 
agement last year when the 
empire he had constructed col- 
lapsed with debts of around 
ESSQm. 

When, the consumer prod- 
ucts group, hit by high interest 
rates and the consumer spend- 
ing slump, went into receiver- 
ship last June, Ashcraft, who 
had resigned several months 
earlier, was 111 with hepatitis 
and sick of entrepreneurship. 

Too Jaded even to read a 
business newspaper, the Wigan 
miner’s son toyed with the Idea 
of topping up his London 
School of Economics degree 
with a PhD. But then the siren 
voice of business proved too 
much for Ashcraft, variously 
billed In 1980s profiles as 
shrewd, analytical, inspired, 
arrogant and aggressive. 

“There’s nothing more satis- 
tying than getting hold of a 
business and making things 
happen,” says Ashcroft, 42, 
now chairman and manag in g 
director of his first 1990s acqui- 
sition, the appropriately nam«i 
Survival Aids. “I knew I would 
hare to get back into business. 

Does be miy» tim thrill and 
kudos of running a big com- 
pany? "You go through differ- 
ent phases. You team to make 
the best of what you’re doing." 

Large organisations have 
their drawbacks too; the dan- 
ger, he says, Is that the chief 
concentrates too much on 
administration and external 
relations, at the expense of 
contact with the operating 
companies. 

"You used to be able to look 
into the factory , and listen to 
the machines, see the faces of 
^people and understand if 
there’s a problem." 

And you can end up running 
a very large company with 
only a very small equity stake; 
now, he says, he wants to build 
his own business interests. He 
wili pursue other companies, 
he says, but his acquisitions 
will not he welded into one 
group. 

As well as working to boost 
Survival Aids' annual turnover 
from £4.5m to £10m-15m within 
fire years, and doing freelance 
consultancy work, lift is 
lo oking to buy one or two more 
companies this year. 


arc 

"Here" is a stone-built cot- 
tage in the idyllic Cumbrian 
village of Morland, near Pen- 
rith, where Survival Aids was 
founded in 1979 by Nick Ste- 
ven. a former Royal Signals 
Captain. Ashcroft had long 
been intrigued by the military 
and sarvivalist clothing and 
equipment sold in the com- 
pany's shop at Euston Station 
in London. „ , 

Spotting an advertisement 
for an outdoor clothing com- 
pany for sale, he responded. 
Stiff b fl T Efl toto g followed but m 
January, be and a group of 
friends, including B & Q vice 
chairman Jim Hodkinson, 
acquired a 72 per cent stake for 
an undisclosed six figure sum. 

Survival Aids' attractions 
were what he saw as its rugged 
iwagip and ethos, Its excellent 
faefr profile and lack of debt, 
its potentia l for expansion and 
the appeal of its products to 
footloose, mortgage-free empty 
nesters - “exactly the people 
who weren’t ColoroU custom- 
ers?”. 

The company, which has no 
manufacturing capability, 
employs 50 people. Its goods, 
many of which are imported, 
are sold by mail order, by con- 
tract to customers including 
the Ministry of Defence, and 
through fire retail shops. 

Even with Ashcroft’s plans 
to boost the number of shops 
to' between 20 and 30 in fire 
qtiarB four, all financed from 
internal cash flow, are to open 
nert month — Survival Aids is 
tiny compared with the former 
ColoroU Group with its 8£00 
employees. 

Ashcroft’s arrival at Survival 
Aids was greeted with some 
apprehension, says sates direc- 
tor Tolla Sutcliffe. But, she 
says, he has been a breath of 
fresh air, a perceptive teacher 
enmhining charm and tough- 
ness with a dear sense of 
dxrec&ttt. 

"He's Tinthing like the man 
we had read about” She 
sounds relieved: “There are no 
politics here, no daws needing 
sharpening.” 
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The few blue whales 


remaining alive in the world 
are no match for the predator 
who has carelessly eliminated 
eight hundred species of life 


from the face of the earth 


in this cehtbfy aJone: Man.' 

Like every other creature in the sea, 
the blue whale requires dean water to live. 
The Samsung Group 
has designed and is currently producing 
supertankers with a double-hull. 


double-bottom construction 


that prevents oil spills. 

The vessels, which are being built 
for major oil companies 
in the United States and Europe, 
are proof that technology 
can make man a protector 
instead of a predator. 


Technology that works for life. 


The Samsung Group 

IntemaMnalTfade. Efedrana. BectronDwtos. Secvo-Meehme, GewraJOwne*. 


AwwpKe. Consinjcuon. Enprwnng. financial Sennas. Food & Pharmaceutic* " Cameras & ‘ 

CP-O. Box 1 580, Seoul Korea let (02) 724-0394 F»c (02) 739-5672 - ^"tsaTexofes 


But he insists he is to no 
ra^-lwont look at anylMiW 
marginal or H&. I carta®** 
that risk for ray career, my 
credibility or financially, i 
S £ to re-prove some 
principles to myself and nth- 
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ADVERTISEMENT 


Bank of Credit &. Commerce International 


A Statement by the 
majority shareholders 


The majority shareholders of the BCCI Group 
were shocked by the abrupt action taken by the 
Bank of England, the Luxembourg Monetary 
Institute and other regulators on Friday, 5th July 
1991 to freeze the assets of the BCCI Group and 
close its operating branches. This action was 
■ Taken without any consultation whatsoever with 
either theshareholders or with the Central Bank of 
the United Arab Emirates, a member of the 
College of Regulators. Since April 1990, the 
Government of Abu Dhabi and related institutions 
have held a majority shareholding in the BCCI 
Group. 

As is well known, BCCI has encountered 
various operating problems in recent years and 
has sustained substantial losses. In order to deal 
with these problems the majority shareholders 
have brought about Board and management 
changes and have injected substantial amounts of 
fresh capital into the Group. 

In October 1 990, as a result of the disclosure of 
various irregularities, the President and the Chief 
Executive Officer resigned. At the request of the 
majority shareholders an internal inquiry into 
these irregularities was instigated shortly thereafter 
and is continuing. The majority shareholders 
believe that they took effective steps in mid 1990 
to prevent the occurrence of new irregularities. 

The majority shareholders feel that they cannot 
absolve Price Waterhouse from all responsibility 
since they have been auditors of a major 
subsidiary (BCCI Overseas) for fifteen years and 
auditors of the whole Group since 1 987. 

Towards the end of 1990 the majority 
shareholders produced a restructuring plan for the 
future involving the divestment of all the Group's 
banking activities, principally by disposal on 
a going concern basis, with an orderly run- 
down of any remaining businesses. This plan has 
been developed and refined during the first six 


months of 1991. Detailed discussions about it 
have been held with the Bank of England and 
other regulators, who were kept informed of 
developments at every stage. 

A key element of the restructuring plan was the 
formation of three new and separate banks, to be 
based in London, Abu Dhabi and Hong Kong. 
Planning for this was at an advanced stage, since 
it was intended that the new banks should 
commence operations before 1 st January 1 992. 
With the active encouragement of the regulators 
various senior members of staff had already been 
recruited. The majority shareholders had been 
prepared to support the plan with such further 
injections of capital as would have been required. 

r Final drafts of individual restructuring plans for 
the new banks had been sent to the relevant 
regulators during May and June 1991 and, at the 
request of the Bank of England and the 
Luxembourg Monetary Institute, the latest draft of 
the composite restructuring plan was sent to them 
on 3rd July, only two days before the closure on 
5th July. 

The action taken on 5th July has resulted in 
severe problems (involving financial hardship in 
many cases) for more than 1 .25 million depositors 
of the Group worldwide and some 12,000 staff 
are likely to lose their jobs. It has resulted in the 
destruction, at a stroke, of what the majority 
shareholders believe was a well structured and 
viable future plan. If the restructuring plan had 
been allowed to proceed the majority 
shareholders have no doubt that no depositors' 
money would have been lost. 

In view of all the above, the majority 
shareholders deplore what they consider to be the 
unjustified action taken by the Bank of England, 
the Luxembourg Monetary institute and other 
regulators on 5th July 1991. 


The majority shareholders of the BCGI Group 
comprise: the Government of Abu Dhabi, 
the Abu Dhabi Investment Authority and the 
Department of Private Affairs of 
H.H. Shaikh Zayed bin Sultan al-Nahyan. 


16 July 1991 
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THE WEEK AHEAD 


ECONOMICS 


Looking for the clues that 
indicate pattern of recovery 


ECONOMISTS win tom their 
attention this week to new 
does as to the likely pattern of 
recovery for the US and UK 
economies. 

Data during the week on 
recent changes in UK retail 
sales, and in total output 
growth in the US, win guide 
policy makers on the degree to 
which recent cuts in interest 
rates in both countries have 
boosted economic activity. 

In Britain, retail sales vol- 
umes In recent months have 
been highly volatile, due to the 
boost provided by the Budget 
to shopping activity in March. 

Due to VAT increases 
announced in the Budget, con- 
sumers rushed to buy high- 
priced goods in the high, streets 
before the tax changes took 
effect. 

However, sales growth after 
March has been disappoint- 
ingly low for many retailers, 
underlining suggestions that 
the rise in consumer confi- 
dence after the end of the Gulf 
war was a temporary affair. 

Many onlookers believe that 
consumer spending will not 
take off in the UK in any sus- 
tained way until late in the 
year, delaying toe onset of toe 
upturn from the year-long 
recession. The best estimate of 
MMS, toe financial information, 
company, is that retail sales 
volumes last month, which are 
being announced today, were 
flat compared with May, with 
toe figures showing a year-on- 
year decline of around L9 per 

wait . 

In the US, interest will be 
centred on Friday's announce- 


UK retail sales 


Volume (average 1985 : 
123 



Tomorrow: France, June trade 
deficit (FFrZjSh nk Japan, July 
1-10 trade figures; Canada, May 
wholesale trade. 

Wednesday: US, June durable 


goods orders (up 1 per cent an 
month), durabli 


117 


Mar 1990 


1991 


ment of the increase in gross 
domestic product in the second 
quarter of 199L Following two 
consecutive quarters of 
decline, many believe the econ- 
omy will have shown a modest 
increase in this period, lending 
weight to recent evidence that 
more vigorous growth can be 
expected later in 1991 and in 
1992. 

Key key events and financial 
data during toe week are as 
follows. Median market projec- 
tions, as provided by MMS, are 
in brackets. 

Today: US, June Treasury bud- 
get ($3bn deficit): UK, June FT/ 
CBI distributive trades survey; 
visible trade deficit for June 
(£900m), June current account 
deficit (£500m), retail sales for 
June (fiat month-on-month, 
down L9 per cent on the year); 
Australia, May housing finance 
(up U per cent) and export 
price index; Canada, May retail 
sa les 


le shipments, 
July li-20 car sales (6,9m); UK, 
June building society commit- 
ments (£3-9bn), British Cham- 
bers of Commerce Quarterly 
Economic Survey. 

Thursday: UK parliament 
begins recess (ends October 
14): US, June home sales, 
export and import price indices 
for June and for second quar- 
ter, money supply figures for 
week ending July 15 (Ml£3bn; 
M242bn; M3,$3.lbn), Initial 
claims for week ending July IS; 
Canada, foreign bond holdings 
announcem e n t 

Friday: US, 2nd quarter GNP 
(up 03 per cent on annualised 
basis) and GNP deflator (up 3.4 
per cent), June bank credit, 
June commercial and indus- 
trial loans and bank credit; 
Japan, July consumer price 
indices for whole nation (3.7 
per emit on year) and Tokyo 
(3.3 pm* cent), June retail safes 


(up 5.5. par cent on year), June 
industrial 


production (down 2 
per cent on month); Australia, 

May wiannfartiiritiy in p ut print* 

jnri«y- nannda i June industrial 
product and raw material juice 

inHiww , 

Expected during the week are 
figures from France on the 
June unemployment rate (9.6 
per cent) arm Germany on cost 
of living increase in July (up 
08 per cent an the month). 


Peter Marsh 


RESULTS DUE 


THE STAR turn among this 
week's reporting companies 
will be Imperial Chemical 
Industries. Buffeted by the 
recession and harassed by Han- 
son, the acquisitive conglomer- 
ate sitting on a 2J5 per cent 
stake, ICI will on Thursday 
produce a dismal set of half- 
year figures and probably some 
details an its restructuring. 

Its profits for the six months 
ended June are likely to be no 
more than £450m against 
£733m a year earlier. Sir Denys 
Henderson, chairman, will 
probably argue this is a credit- 
able performance for a chemi- 
cal company in a rece ss i on . 

Restructuring plans, 
whether released in full or 
piecemeal in coming months, 
will entail large Job losses and 
the shedding of some busi- 
nesses. But in many ways toe 
bigger news will be Hanson's 
reaction to ICTs results. 

Lloyds Bank becomes the 
first of the “Big Four” to 
announce its 1991 interim 
results on Friday. Last year 
pre-tax profits in toe fa** half 
were £408-2m. This year City 
stockbroker analysts expect 
profits to be wen down, but 
there is disagreement about 
how badly it has fared in the 
recession. Forecasts vary 
between £150m (from Carr Kit- 
cat ft Aitken) and £300m 
(Shearsan Lehman). The pessi- 
mists believe that, apart from 
continuing problems in the 
UK, Lloyds wfll also be hit by 
arrears on its lending to BrariL 

Lloyds Abbey life, the insur- 
ance group purchased by 
Lloyds in 1988, will continue to 
contribute the Son’s share of 
the strap’s profits, while UK 

retail hanking may a t ill be in 
toe red, though some activities 
- such as credit card 
operations - will have 
returned to profit 


PARLIAMENTARY DIARY 


■ TODAY 

Com mune; Motion tor the summer 
adjournment Debates on the 
Consolidated Fund Bill. 

Lords: Mental Health (Detention) 
Scotland Bill, third reading. 

Child Support Bill, Consideration 
of Commons amendments. 

British Technology Group Bill, 
report. 

School Teachers’ Pay and 
Conditions (No. 2) Bill, third 
reading. 


■ TOMORROW 
Commons: Lords amendments 
to the Ports Bill. Proceedings 
on consolidation measures. 
Lords: Criminal Justice Bill. 
Commons reasons. 


Local Government Finance and 
Valuation Bill, third reading. 
Dangerous Dogs Bill, Third 
Reading. 

Christian Togetherment on 
Implementation of the Woolf and 
Tumlm report on Prison 
Disturbances. 

Select commHTssi: Treasury and 
civil service - subject, banking 
supervision and BCCI. Witness: 
Robin Lelgh-Pemberton, Bank 
of England governor (Room 8 , 
4.15pm). 

European legislation - subject. 
Netherlands presidency priorities. 
Witness: Tristan GareUlones, 

MP, Foreign Office minister 
(Room 15, 4.30pm). 

Committee on opposed private 


bill: London Docklands Railway 
(Lewisham, etc) (Room 0, 
10 . 0 am). 


■ WEDNESDAY 
C omm o ns : Opposition debate 
on the “failure of the 
government’s economic polfdea' 
Consideration of Lords’ 
amendments to the Dangerous 
Doge Bill. 

Lord*; Armed Forces Bill, 
oo remittee. 

British Railways Board (Finance) 
Bill, second reading. 

Motion to amend the income 
Support (General) Regulations. 
Reading of Doga Bill, committee. 
Select committee: Defence - 
subject options for change: the 


army. Witnesses: Ministry of 
Defence officials (Room 15, 
-TOSOamJ- 

Commitlee on opposed private 
bill: London Docklands Railway 
(Lewisham, etc) (Room 6 , 
10 . 0 am). 


■ THURSDAY 

Commons: Adjournment debates. 
Lords: Motion on the Education 
(Assisted Places) Regulations. 
Question to government on the 
United Nations Security Council 
resolutions relating to Israel's 
occupation of the West Bank and 
other territories. 


Both Houses will adjourn tor the 
summer recess until October 14. 


UK COMPANIES 


■TODAY 

COMPANY MEETINGS: 
Erskino House. Oak Hill 
Road, Seven oaks, 

12.00 

F & C Smaller Co's., 
Exchange House, Primrose 
Street, EC., 12.15 
Homing Universal Inv. 
Trust 25, Coptfiall Avenue. 
EC., 12.00 
High Goatorth Park, 
Brandling House, High 
Gosforth Park,. Newcastle 
upon Tyne, 12.00 
BOARD MEETINGS: 

Finale 

Bespak 

Dudley Jenkins 
Independent Inv. 


Finals 

AIM 

Assoc. British Consultants 
Cupid 

Southend Property 

Tinsley (Eliza) 

intonnw 

ML Labs. 

p&p 

Reuters 

Temple Bar Inv. Trust 
Throgmorton USM Trust 


Berkeley Govett 
Denmans Electrical 
Edridge Pope 


■ TOMORROW 
Amber Industrial, Cayzer 
House, 1 , Thomas More 
Street, E.. 1ZJ30 
Caffyns, Hydro Hotel, 
Mount Road. Eastbourne, 

3.00 

Casket, Holiday Inn, 
Wellington Street Leeds. 
1030 

City of London PR. 
Honourable Artillery Co., 
Armoury House, City Road, 
E.0. 11.30 

Cohen (A). ClarevUle 
House, 25-27, Oxendon 
Street S.W.. 1240 
Investment Co., Fairfax 
House, Fufwood Place, 
Gray's Inn, W.C„ 

12.00 

Monks Inv. Trust 
Brettenham House, 6 , 
Lancaster Place, W.C., 
1030 

Whitbread, Guildhall, E-C„ 

12.00 

BOARD MEETINGS: 


■ WEDNESDAY JULY 24 
Ball (AH.). 100. Wood 
Street E.C.. 10.00 
Caledonia Invs^ Cayzer 
House. 1, Thomas More 
Street E., 2.30 
Craig & Rose. 172. Leith 
Walk, Edinburgh. 10.30 
Davies & Newman, 

Getwlck Hilton Hotel. 
Gatwick Airport 1020 
De La Rue. La Mertdlen 
Hotel., Piccadilly, W„ 

12.00 

Dunhill, Cafe Royal. 68 . 
Regent Street W.. 12.00 
Fleming Euro. Fledgeling 
Inv. Trust, 25, Copthall 
Avenue. E.C., 12.00 
New Throgmorton Trust 
155. Bishopsgate. E.C.. 
12.00 

Northumbrian Fine Foods, 
Dukesway, Team Valley, 
Gateshead. Tyne & Wear, 
10.30 

Nu-Swift Grosvenor House 
Hotel, Park Lane, W„ 

12.00 

Regalian Props., 
ChesterOekl Hotel, 35, 
Charles Street W.. 

10.30 

Reject Shop. 20. 

Fairing don Road, E.C., 

12.00 

600 Group, Rurjnymede 
Hotel, Windsor Road. 
Egham, 1130 
Stave ley Inds., Hilton 


Hotel, 22. Park Lane, W., 
12.00 

Tax Hldgs.. 21, New Sheet 
Bishopsgate, E.C., 12.00 
Unigate, Intercontinental 
Hotel, Hyde Park, W., 

12.00 

BOARD MEETINGS: 

Finals: 

Jacques Vert 

Radius 

Interims: 

Capita 

Holders Technology 
LASMO 

LWT 

Lloyds Abbey Life 
Mirror Group Newspapers 
St Andrew Trust 
Union Discount 


■ THURSDAY JULY 25 
BSS, Grand Hotel. 
Leicester. 12.00 
Babcock Inti., Howard 
Hotel, Temple Place, 
Strand, W.C.. 12.00 
Boots, Queen Elizabeth 
11 Conference Centre, 
Broad Sanctuary, S.W.. 
10.00 

EMAP, Haycock Hotel, 
Wanstord-in-England, 
Peterborough. 12.00 
Elswick. Painters* Hall, 9, 
Little Trinity Lane, E.C., 
1030 

Hardy Oil & Gas, 
Plasterers’ Hall, 1, London 
Wall, E.C.. IIOO 
Jarvis Porter, Holiday Inn, 
Wellington Sheet, Leeds, 
12.00 

Locker (ThOmas), lift'd 
Daresbury Hotel, 
Oaresbury, Warrington, 
12.00 

Melville Street lnvs.. 
Dunedin House, 25. 

Ravels Ion Terrace, 
Edinburgh, 12.00 
NSM, 25, Copthall Avenue, 
E.C., 12.00 


Penny ft Giles, Pewterere 
Hail, Oat Lane. E.&, 

12.00 

powerscreen Inti., 
Ironmongers’ Hall. 
Shaftesbury Palee, 
Barbican, EC, 11-30 
Ralston inv. Trust. 
Merchant Taylors Hall, 
30, Thread needle Street 

E.C.. 12.30 

Renold, Hotel Piccadilly, 
Piccadilly Plaza, 
Manchester, 230 
Rolfs ft Notan Computer 
Services, Chartered 
Accountants’ Hall, 
Moorgate Place, E.C., 
1200 

Scape. Moat House Hotel. 
Yew Tree Drive. 
Blackburn, 1SL00 
Shanks & McEwan, Forte 

Crest, Glasgow, 

12.00 

TR Property Inv. Trust 
2. Puddle Dock, E.C.. 

12-30 

BOARD MEETINGS: ' 
Finals: 

Douglas (Robert M) 

MJsys 

Mttie 

Ptatignum 
Smith (David S) - 
Sutherland Hldgs. 
In te rims: 

Derby Trust 
Green Property 
Hill & Smith 
Owners Abroad 
Yeoman Inv. Trust 


Compco. 33, Cork Street 
W.. 12.00 ’ 

Bectrocomponents, 21 . 
Knightsbrldge, S.W.. 

12.00 

Finlay (James), Glasgow 
Royal Concert Hail, 2, 
Saudehall Street 
Glasgow, 12.00 
Guldehouaa, Durrani 
House. 8-13, Chisweil 
Street G.C., 11.00 
Harrison Inds.. Post House 
Hotel. Palatine Road, 
Northenden, Manchester. 

10.30 

London ft Metropolitan. 

20, Fencfttircfc Street, EC., 
11.00 

Northern Foods. Grange . 
Park Hotel, Wlllerby. Hun. 
1230 

Portsmouth ft Sunderland 
Newspapers, New Centre, 
HUsea, Portsmouth, 

1230 

Rothmans Inti., Inn on the 
Park, Hamilton Place, Park 
Lane. W.. 12.00 
Wellman, Grand Hotel, 
Colmore Row, 

Birmingham, 11-00 
Worthington (AJ.). 26. 
Upper Brook Street W., 
11X0 

BOARD MEETINGS: 

Floats: 

Forminster 

Lazard Select Inv. Trust 
Levercrest 



t ^ ‘ . • 


■ FRIDAY JULY 28 
Allen. Portland Thtetie 
Hotel. Portland Street 
Manchester, 12.00 
Blacks Leisure, Howard 
Hotel, Temple Place, 
Strand, W.C., 11 DO 
Chamberlin & Hill, 
Chucks ry Foundry, 
Walsall. 12.00 


Grdehtrfar Inv. 
Hepworth 
Lex Service 
Sleepy Kids 


■itiieo 


Company meetings ere 
annual general meetings 
unless otherwise stated. 
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DIVIDEND & INTEREST PAYMENTS 




■ TODAY 

Acatos & Hutcheson 1.7Sp 
Airflow Streamlines 2p 
Britannia Bldg. Soc. Fltg, 
Rate Sub. fits. 2005 
£31112.45 
British Inv. Tst 13p 
Butler Cox 1.75p 
Enterprise Computer 1.5p ' •’ 
Exchequer 12pc 1999/2002 
6 pc 

High Goatorth Park 15p 
Hill Samuel Rtg. Rate Nts. 
2016 5308.06 
Martin Currie Euro. Inv. 

1 -lp 

Sweden (Kingdom of) 

13£pc Ln 2010 (Reg) 63* pc 
Texas Instruments 18cts 
Treasury 123* pc Ln 6 %pc 


Yorkshire Water 11 . 8 p 


■TOMORROW 
Caffyns a5p 

F & C Smaller Cob 1.05p 
Unton Park 1(L5p 
London ft Ctydeaide 1 . 8 p 
Tate & Lyle 3.7p 
Trafalgar House 8 . 8 p 
Woolwich Bldg. Soc.FTtg. 
Rate Nts. 1995 £148.81 


Treasury 14pc 1996 7pc 
131* pc Ln 1997 


Treasury 
6 H pc 

Treasury 11 4* pc 2003/07 

57 e pc 

Tunstall 2.15p 


■ WEDNESDAY JULY 24 
Britannia Bldg. Soc- Fltg. 
Rate Nts. 1996 £298-55 
City of London PR 2.05p 
Co-operative Bank Fltg. 
Rate Nts. 2000 £14939 
Faber Prest4.3p 
Fairline Boats 7.1Sp 
Fleming Universal Inv. 
23p 

Hydro-Quebec Rtg. Rate 
Nts. Ser. FY July 2002 
$326£1 

Osborne ft Little 235p 


■ THURSDAY JULY 25 
Atkins Bros (Hosiery) 6 p 
BSS 11 . Sp 

Bank of Montreal Fltg. 

Rate Debs. Ser. 10 1998 
$367.03 

Bank of Scotland 3.1p 
Body "Shop '0.7p 
CPCS5cts"- 
-DsbeniiarorFfc pc LnSSXSI 
07 3Sgpc • 

Do. pc Ln 2002/D7 
3^ pc 

Dunhill 4.4p 
Rnlay (Jamas) 2.15p 
Fleming European 
Fledgling Inv. Tst. OJSp 
General Electric Co. 51cts 
Manuf. Hanover 47cts 
New Throgmorton Tst 6 p 
Northern Investors 4£p 
Panama (Rep. ol) Fltg. 

Rate Ser. Nts. $31.68 
Rotte 8 Nolan Comp. 3£p 
TSB Gilt Fd. Prt Class B 
0-8918p 

Treasury 12pc 1995 6 pc 


Treasury 133* pc 2000/03 
6 %pc 


■ FRIDAY JULY 26 
Aflled-LyOns 12 - 54 p 
Bitten (Percy) -12-Ofp 
Do. Acc,0.1p. 

Blenheim 7p ., 

British AIrwayr8.05p 
Cambridge WMer20p »t 
Chamberlin A HUI 4p 
Chartwell 0.75p 
Cheam A4p 
Do. B4p 

Chi Item Radio Ip 
Clayhlthe 4£p 
Compass 3£5p 
Eastern Transvaal Cons 
7cts . 

Hartabeestfonteln Gold 
50cta 

HFTec Sports &5p 
lWPl*L5p 

Johnson ft Firth Brown Ip 
Locker (James) l.lp 
Dcl A l.lp 

London Scottish Bank 


0.875p 

Macdonald Martin DfsL A 
60 




W a 


Do B 3p 



Pail lids 



Powersceen 3.95p 

’/•- 7 ' .-f 

+:*• 

Skfla*3^p : 

-• v- 

i 1 

Time- Products 4.6p ■ 

. •••.• •; 

:v 

Treasury^ pc Ln ^012/ ^ 


.i-* 

5 3^ pc 

- ’ * 

S S 

Waddlngton (John) 4^p 

_ XZ - 

.. . . 

Wardell Roberts Ir1,938p 

■ - 

tm y. r 

Whitbread Inv. 9.85p 

. • w ? 


Whitbread 12p 



Do. B12p 

“ ' ■ 

■H : 

Zandpan Gold a.Z5cts 

^ 


■ SATURDAY JULY 27 



Allen 3.3p 

. •. ' r.-.i 



- - .... 

u.v 

■ SUNDAY JULY 28 


f.,5 

Australia (Commonwealth 

.ti r, 


of) 13*2 pc Ln. 2010 7 * 4 pc 

W w 

' 1 ,'. 

Treasury 6 ^ pc Ln 2001 

• m * fl J "I 


*Vpc 

, J ^ * K 

"n • • • — ' 
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TRADE FAIRS. EXHIBITIONS & CONFERENCES 




CONFERENCES 


^ rr; ff<y 


JULY 29 
LLOYD'S NAMES: 
UNDERSTANDING YOUR 
LEGAL AND TAX POSITION 
IN THE PRESENT CRISIS 
A Morning Briefing an July 29* - 
LONDON 

A through cwmhnuioa of the amem 
position of Names entering the nature 
of legal nMomUpa at Uoydc, 
I hi g akw . wa a e qu ro c c a of taafeatty or 
uawffimgDere to meet tones, the tax 
fesues involved in losses and stop loss 
potldea. Contact: Wenoriaiter 

Mmig p u i w H r «iwlmilt 1 ri 

H (0483) 740730 
ft (0483) 740 727 

LONDON 


OCTO BER 1-2 
WITH SPEAKERS FROM:- 

junn tiuiluite loc. Au rnhuin 
hoerauiooal Anoinge Shanks. Brio* 
Raft. CMB, Courtaulds FBm Shodro. 
Edwards f£gb facanm, fannies. Foster 
Wheels; Heinz, Mariey Roof Hies, 
Motor GmbH. MotnJycfcc, Wfedgpwood. 
Cana 

Seles ft Cao&ronoe Department 
DaytoHutchlos Asaodsics Uri 
TU: 034428712 
ftcc 0344 25968 

LONDON 


OCTOBER 29-^30 

European Ponel Servicer: The Why 
Ahead 

Boiel faerCooiineoua. London 
Enquiries; financial Times Conference 

Organisation 

Tht 071-925 2323. • 
fax 071 925 2125 

LONDON 


SEPTEMBER 9-11 

INFLUENCING DECISIONS 
IN EUROPE 

Pankipauis wDI improve their aUhy to 
influence the dedaion making 
nw hi phmi of the European 
Coramutfay. This eaniiiar brings 
toge&er eight dvfl bwussskS i 

Mri w iV irmayit fmm Itn 
priva» sector. 

Pratt t iAmWaiwiiM 

European Ceare forPuWic Affims 
Thmpte t oa College. Oxford 
■ftt 0865 735422 

fax; 0865 736374 

LONDON 


OCTOBER 3-4 

Know Your Competitors - 
Competitor InteSigeace & 
Analysis 

Caf£ Royal. 68 Regent Street, Loodoa. 
W 1 R flSL Coma Patricia. Dorand 
EMP Imefflgeace Service. 

"ftt 071-487-5665 fax: 071-935-1640 


OCTOBER 30 

CONDUCTING BUSINESS IN 
SPAIN 

A seminar designed for souar 
exeentivea icsp c asIM e fortbdr 
compan y’s intenuHinnal aedvinea. 
Aqxcts covered Indude legal, tax. 
aoouu ntM g. acquiairioBS and join 
ventures. 

fane Croat St- James's. Canacc 
Anne MtOm. Maaageincm farem 
Vh CP483) 570099 

LONDON 


LONDON 


SEPTEMBER 19 
DIOXINS, PCBs AND FURANS 

- Scndnar & Wnrkskopa 
Wlfli Prof Otrisiofter Rappc, 

Untveneky of Unm. Sweden. «m 
Sources of Homan Exposure and sowces 
Proriotudy Lnknow. Environment al 
Levels of FCB*.PCDDe end PCDfata 
the UK by Dr Cofin Greaser of Ban 
Anglia Univenity; on Overview of 
Hembh Effaxi by the Department of 
Health; and courlbutioiu Grom die 
Women'? Environmental Network: Dr 
teal jotmatou, Greenpeace; and David 
W Powdl, Campaign Leader. Poarypooi- 
Tro teaiom followed by intensive 
workshops. 

fataee Hold, Butae. Derbyriifre 
Industry A Envtronment Assoetotes 
77 Ifcnpte Shear Road, E»t Sheea, 
LoBdoa SW14 7RS Ttfc 881-876 3367 
Fac 081-876 1674 
Contact Ptauela Sfefanefl 

LONDON 


OCTOBER 7 

THE CHALLENGE OF THE NEW 
EUROPE: Corporate Strategies far 
New Markets, New Risks In Europe 
Hotel haenstimal. London 
Enqoirics: Hnaodal Times Conference 
Or gwu s m kn 
TW: 071-9252323 
fax:071-9252125 

LONDON 


OCTOBER 31- 
NOVEMEBER 1 

World Mobfie Cotnaronkatmts 

Hotel ImnC onrine a al . London 

Enquiries: Ftoanaal Tones Cordaence 

Organisation 

TV± 071-9252323 

fax: 071425 2125 

LONDON 


OCTOBERS 
DOING BUSINESS IN ITALY 
A ftmifchennve guide to oorpota w 
strategy. Spon s ored by: Coopers & 
Lytamd Europe. Covtrag the snsepc 
legal, M&A. accounting and personnel 
diflferenees when compared » cbe UK. 
Contact: FiBEX. Tfcfc07M89 9944 
fax:071-2366140 

LONDON 


SEPTEMBER 24-2S 
CONDUCTING BUSINESS IN 
GERMANY 

Economic. Legal. Thx, Practical and 
Cnkwal Femurs RetrUng lo Own 
Vemnrcsor John Ventures with 
Genrtany Companies. 

The Langtttffi Coobkc 
A nra MoQean.Mataj)cniemRxtnB 
Td: (04831 570099 

LONDON 


OCTOBER 10 

P hiariri Reporting In tbe UK 
Hotri IntetContinental. London 
Enquiries: Fmandal Times Conference 
Otgnusauon * 

TOb 071-9252323 
fax: 071-0252125 

LONDON 


SEPTEMBER U-I2 

World Motor 

Hotel hterCrmtiacnnrt, ftwkfm 
Enquiries: Financial Times Conference 
Ot ganhriin n 
TtU 071-925 2323 
fax:071-9252123 


FRANKFURT 


OCTOBER 1 

CONDUCTINC BUSINESS WITH 
THE JAPANESE; GETTING IN 
RIGHT 

A Poetical Gms^OoBnm Workshop for 
E xe cutive s from my faekupy 
Background. 

Cafe Royal. London 
Contact Anne Medea, 

Msoi g ern e u t Pamm 
Tet (0483) 570099 

LONDON 


OCTOBER 17-18 

The Enropcaa Cuinmwiify's 
E n y towromtal Andttteg Regr rf artnn ■ 
■jQiiiinr oc iTQrssoopi 
Guest speaker: Bernardo Delogu, DG JO. 
Co miii fa ww in of tbe European 
Commmdties. ratio drafted tbo Rcgnlatioa; 
Chairman: Lord Oiflteo-OmsjAftar- 
dhmer speaker The Rt Hon Am Thytar, 
MP. Shadow Cabine t Spokesman on 
En vinanu enal ftaecrion; pfaa 
jaesortations frees industry Two sessions 
foOowcd by Inteaave wstksbopa- 
Palaoe Hotel. Boxtcn. Dethyririte 
Infamy & Environment Aarockoes, 

77 ifesqrie aeen Road. Bart Sheen. 
London SWI47RS Tel: 081-876 3367 
Fax: 876 1674. Comaa Pamela SrimeQ 
LONDON 


SEPT30/OCT1 

Global Switched Private Networks 
Standards and fatsMtitiea 
fate Padtet Swlti Mng. 

♦ Desekqxnena far Ramc Relay 
lOtlt Dec 1991 

For a brochure Thk (071) 274 8725 


AMSTERDAM 


NOVEMBER 7-8 

Finance, l u reatme iri and Itede with 
CmhoAntia 
Hotel Diplomat, Pngne 
Enqnmex Pbiancal Tones 
Of ganisa tiott. 

Tht 071 -925 2323 
faC 071-925 2125 


PRAGUE 


^To advertise in this section please call Marie Hall-Smith on 071-873 3580 j 


CONTRACTS & TENDERS 


PBJEYATISATIQN IN GREECE 

• *. I *• -1 . ! U: 

INVITATION TO 




PARTICIPATE 


fa accordance with the Greek Government's 
decision to transfer a number of State- 
controlled companies to the private sector, the 
Industrial Reconstruction Organisation GRO) 
intends to sell its majority shareholding in 
ELINDA S-A. to interested investors. ABN 
BANK (Greece) has been awarded an 
exclusive mandate by the IRO to identify 
potential acquirors and intermediate in the 
sale of the above-mentioned shareholding. 


ELINDA S.A. is a producer and trader of 
household electrical appliances, established in 
1977. With 1989 net sales of USS 55 million and 
1990 projected net sales of U5$ 47 million, it 
enjoys a domestic market share of 20% for 
refrigerators, 16% for oven stoves, 9% for 
washing machines and 7% for cooker hoods. 
All its 45 models cany the well-recognised 
brand names of IZOLA and ESKIMO. 


The deadline for submission of binding offers 
for the acquisition of ELINDA S. A. is on 8 
August 1991. For the Offering Memorandum 
as well as further information on the proposed 
sale procedure and timetable, interested 
investors should contact 


ABN Bank 

Corporate Finance Unit 
196 Syngrou Avenue 
Kallithea 176 71 
Athens 
GREECE 

TEL: (30-1) 9329011 
FAX: (30-1) 9329010 


CONSTRUCTION CONTRACTS 
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LEGAL NOTICES 


MAMSPMNG BERCHANOmKl 
*91 UNITED 


Hutf xtwau No: 23B8440 

TTOlfcO nanK MMNSPRMQ UERCHANDS- 

NG VI LIMITED 

Tiada dBMaccaon: 3T 

fan* and adftaas ol Hun aomoiateaffva 

raceivaia: torfd John Stokaa and ANhony 

Jama wood 

CorkOtfly 

1 £aa> farad* 

tetodold SI SET. (OtHca hoidor ntaabare 
3682 and 2963} 

Data a a po Wmoin, 12 Juiy i9bi 
I tom of Wpal r i Wi. Uoyri* B«* pfc 


CLUBS 


ne o»wa dua k pofl^ of ter 

ptor and *ata lor ibomv. soomt fewa 
louiam.atoomhmmaMv 

cabaraL MB R«gM 81 W107V7S* 0997 


TECHNICAL STUDIOS UMTED 


fTiinfilaml No: 5MB60 

TradHtg name TmM saxfloa Hatted 

Trada elw Wc rf o n : 37 

Nam tad addroM of (otoi amnlrmtraflw 

reco l m a : David JTOn Stohm mti Aittfmy 

Jainoa Wood 

Cork QiMy 

l Em farada 

StaflWd SEI XT. ( 0 »ca hotter nwntere 
SB and 2083) 

brio of appoirtfflont OAflyW 
Nam of amotniOR Lloyda Bank pta 


PERSONAL 


AUTKORS Tour book puWWtod- DMaHa: 
E tete Prow of London. IS Knigife- 
bftdso Qrean, London. SWix 70L. 


Centre West scheme Sports arena m poser 


F I 


Bredero Properties .has 
awarded the cladding contract 
for its £l35m Centre West' 
development in Hamwanmitth 
to SCHOKBETON, part of toe 
Partek Group. 

The scheme Includes a major 
transport interchange, shop- 
ping facilities and headquarter 
office buildings. 

The D3.7m contract for toe 
procurement of stone faced 
precast concrete cladding pan- 
els and window walling fe to 


run in parallel with the £12 .6m 
main frame contra&E- which 
was awarded to R. O'Rourke ft 
Son and commenced in Jane. 

During the 20 month con- 
tract Schokbeton will manufac- 
ture and sect same 2£00 clad- 
ding panels and Install 7,000 sq 
metres of window walling. 

Hie of Cen- 

tre West Is to be dad with nat- 
ural French limestones and 
Brazilian and Swedish gran- 
ites. 




CB< 

ENGINEERING nas 
awarded a £10.2m design and ^ 
construct contract for services 
at the new national indoor 
arena for sport, being built in 
Birmingham by Laing Midland 
for Birmingham City Council. 

The main arena will be pro- 
vided with air through duct 
work threaded through the 
roof structure and supplied via 
motorised variable diffusers, 
controlled by a monitoring and 
computer-linked building man- 
agement system. 


-til FfSTTifRI, 


r.-f 1 . 


Brighton hotel expansion Roa dbiiildmg 


-is* 




; . 
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LOVELL CXINSTBUCITON has 
been awarded a £5m contract 
by De Vere Hotel s for an ex ten- 
sion and other Improvements 
to toe Grand Hotfi. Brfehton. ■ 

Working to tf'-programme 
with phased completions, Lon, 
efi Is to build and fit-out an. 
eight-storey (plus basement) 
extension totalling some 3£00 
sq metres. A folly equipped 
banroom/high-tecfinology nme- 
tion suite will be created at 
ground level with basement 
kitchens and associated food 
storage and preparation roans. 

A small suite of offices will 
occupy toe first floor, above 


which will be 39 luxury bed- 
rooms on six floors. 

The ballroom and basement 
are to be of steel-frame con- 
- rstruction on pflefl, foundations, 
jhwlto the remainder,. of the 
...structure in reinforced 'con- 
crete. 

In addition Lovell is to form 
a new entrance and crush hall. 


using high-quality finishes; 


loors; generally 
3h the existing fabric; 
carry out alterations to stair- 
cases, lifts and plant rooms; 
and build a toilet block on the 
mezzanine floor. Work Is due 
for completion In July 1992. 


KENDEL PALMER ft TBIT- 
TON fo assisting the Welsh 
Office with the development 
and design of a £10m widening 
; scheme on toe A550 tr unk road 
between Deeside Park and 
Drome Comer in Qwyd,JNorth 
Wales. -The scheme inyolyps 
widening about two kilometres 
to dual three lanes with toll 
hard should e rs, widening of an 
existing railway bridge and the 
construction of three new 
bridges carrying the road - - 


'A - T . 


y ' i'c— 
.*>• - 




Welsh plant 


£10m museum in Halifax 


Ai. BUDGE (BUILDING), part 
of toe AF Budge Group and 
based in Leeds, has been 
awarded a major design and 
build contract for Eureka!, a 
new children's museum in 
HaUfar 

Due for completion in spring 
1992, and with an overall con- 
tract value of sunn, Eureka! is 


understood to be the first infor- 
mal learning centre in toe UK 
specially designed for children 
under 12, combining education 
with leisure. 

The project is funded by 
Eureka! The Children's 
Museum, a registered charity 
backed by the Owe and VMea 
Duffldd Foundations. 


SEVEBFIBLD-REBVE has 
own awarded £4L5m in new 
rotifers. The largest is a £2m 
contract from Pearce Construc- 
tion for a factory, office Mock* 
ff ranhfe s building and energy 
bloc k for Sony's new television ■' 

Yfffin liriHftoi — -X- v«. ■ v — m 


PtoductUm plant at Bridgend 
.Wales. The devdop 


^ South 

S6B.OOO sq R 
twjuire 2j800 tonnes ol 
steel. ••••*■ v. 


£5.6m design experiment 



Housing improvements and 
hospital work valued at £7m 
have been won by LAING 
NORTH WEST. 

Manchester City Council has 
selected toe company to carry 
out its design improvement 
controlled experiment (DICE) 
project at Bennett Street in 
Gorton. The £5.6m contract 


includes alterations to 
entrances and kitchens of 
houses, maisonettes and fiats, 
new pitched roofs on seven 
blocks and demolition of link 
walkways. 

Twelve homes are to be con- 
structed as part of the sriwma 
and two tower blocks win have 
new lifts installed. 


Whitehall refurbishment 


A major contract of around 
£Tm managed by PSA Building 
Management (London) has 
be en aw arded to COSTAIN 
CONSTRUCTION for extensive 
restoration work to be carried 
out at Horse Guards in White- 
hall 

BM London completed the 
design and tender stages 
recently. Work has started on 
both internal and external res- 
toration. 


The external work will 
inrinde refurbishment of stone- 
work, brickmafe and windows. 
Roof coverings and gutterims 
win be renewed. 

All unnecessary additions to 
toe original structure wifi be 
removed and toe appearance of 
the remaining additions 
improved. 

Internally the wu& wfil con- 
sist of restoring and rationalis- 
ing Scram moriflHrm . 


Bridge project 

BfcroON ROPES has ^ 

J^^t^aaubstantia 1 order: • . 

for prestresang strand for tiie •'= O-; .«•-_ 
Storebaelt western bridge to : r 

^ronnark. The 6km long west- 
jriU incorporate 
8.7M tonnes of Bridon 
Super” and ls^mm 
2gonn pte^tressing strand 
with a total valueofSm. The 
oras - was awarded by VSL Sin- - — ... 
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The sea son of Henry Wood 
Promenade Concerts that 
opened on: Friday! does, not 
have the consistent flavour of 
several others pfa nngdb y John 
Drummond, bat it nffwft a solid 

. n n hackney ed survey, with a 

* generous sponKUng cd innova- 
tions and special events. 

More significantly, before 
the first concer t it was 
announced that Drummond 
will become director of the 
Proms whan bis contract as 
the BBC's controller, Radio 3, 
«ntj controller. music, comes to 
an end nest May. 

0 Hiving off the most presti- 
gious put off the BBC’s music 
output in such a way may 
make artistic sense in the 
short term — Drummond has 
handle d the Proms with flair 
and good taste, carefully balan- 
cing glamour with seriousness 
and enterprise, while he no 
longer wishes to carry the bur- 
den of administration within 

1 the music department But 
such a radical change of policy 
has implications for the future 
funding and possible privatisa- 
tion of the series (and by exten- 
sion tor the whole of the BBC’s 
policy towards its orchestras 
and public concerts) that will 


need the most careful scrutiny. 
One trusts the future of the 
Proms and the BTC's part in it 
under Drummond's care but 
not necessarily under those of 
an unknown successor. 

To start the new season 
Andrew Davis conducted The 
Dream of Gerontius. It was a 
very British occasion in many 
ways, with the BBC Symphony 
Orchestra and the combined 
forces of the BBC Singers, BBC 
Symphony Chorus and T^ nn 
Philharmonic Choir, and 
attended by HRH The Prince of 
Wales; those who find the ora- 
torio's blend of Roman Catholi- 
cism and Rngiteh sanctimo- 
niousness too much to stomach 
might well have recoiled at 
such a prospect. But some of 
the doubters could have been 
converted by the performance, 
with a throughly international 
team of soloists - New Zea- 
land tenor, Jamaican bass, 
American mezzo - and an 
approach by Davis that seemed 
to purge the score of many of 
its more insular properties, 
bringing it closer to Parsifal, 
some of us would like to think, 
than to Stainer's Crucifixion. 

Davis unfolded the scheme 
with steady, unaffected percep- 


tion and a sure sense of sba. 
and dramatic purpose. He d 
not treat any aspects too pre- 
ciously (indeed there was an 
earthbound lack of rapture 
about some off the choral pas- 
sages) and resisted the tempta- 
tion to sensationalise some of 
the hand-me-down operatic 
moments; even the Demons 
Chorus was less embarrassing 

than ftftep it be. 

The orchestral playing may 
have been efficient rather than 
inspired, but the soloists were 
rather special. Keith Lewis’s 
Gerontius was quite without 
pious sentiment, yet beauti- 
fully phrased, intelligent and 
profoundly human, very much 
in the tradition erf fr ig name- 
sake Richard Lewis in the role 
rather than any of his etiolated 
successors. Florence Quivar 
made a wonderfully warm and 
touching angel, savouring each 
phrase, always poised and elo- 
quent, while Willard White 
was a direct, uncomplicated 
priest and implacable Angel of 
the Agony, delivering his 
phrases with a ringing author- 
ity that provided the evening's 
most cherishable memory. 

Andrew Clements 
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JQLYNDEBOURNE 

As a permanent memento of 
the Mozart bicentenary year, 
Glyndeboume has commis- 
sioned a half Acmm wind sere- 
nades. Six composers have 
each been allocated a Mozart 
opera from this year’s pro- 
gramme on w hich to base their 
pieces and the music is being 
played half an hour before cur- 
tain-up. either on the terrace 
or in the organ room, de p en d- 
ing on the weather. ... 

Saturday’s serenade man- 
aged an al fresco p^fqnzjapcq 
in somewhat windy .conditions, 
Robert Saxton had drawn Ido- 
meneo as his opera and pro- 
duced a lively diversion (or 
“Paraphrase”) of about 12 min- 
utes in length. The whole point 
of linking the serenades to a 
specific opera is that it Imposes 
a discipline upon the composer 
and Saxton's interpretation of 
the rules proved to be original. 
He does not quote any of 
■i : ^Mozart's music. Instead, he has 

; -a m - z': ~ taken the plot of Idomeneo for 
his structure and given his 
wind octet the characters of 
the story. There is a di gnified 
cor anglais (Idomeneo), a 
pathetic oboe (Ilia) and a dan- 
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net of spiteful ftny (Elettra); 
the storm and the episode of 
the sea monster are repre- 
sented by agitated ensembles. 1 
doubt if anybody could follow 
the drift without an exact syn- 
opsis, as in Stratus’s tone 
poems, but the music is well 
paced and foil of personality. 

Saxton's serenade views Ido- 
meneo through 20th-century 
eyes and something of its 
assertive modem style could 
also be frit qi the performance, 
of the opera, which followed. 
The conductor Grafema Jenkins 
likes a boldly dramatic impetus' 
in Mozart, which is all to the 
good. But, as the evening prog- 
ressed, the reservation increas- 
ingly grew that energy tor its 
own sake cannot do duty for 

deeper mngjral unitmtanimig . 

The reason fin: returning to 
this revival late in its run was 
to sample a couple of impor- 
tant changes to the cast One 
was the new Ilia of Elzbieta 
Szmytka. This Polish soprano 
hag a bright and sharp-edged 
voice with a surprising amount 
of force behind it and she matte 
Timrh of Ilia's dramatic inter- 
vention in the scene of the sac- 


rifice. Softer times have to be 
worked for, but her last aria 
was meltingly delivered. 

The other was the authorita- 
tive Elettra of Carol Vaness, 
already known to Glynde- 
boume audiences, but no less 
exciting for that. There is 
never more than a handful of 
rin j pw at any one Hmo who 
can combine the beauty of 
voice and tire ferocious display 
of scorned womanhood in foil 
operatic fury that is Mozart's 
Elettra. Vaness is the best that 
there is today and her last aria 
- brought the house down. 

Even while one looked back 
at previous casts In Glynde- 
bo time's Mozart history, this 
felt a good evening. Keith 
Lewis was singing at his best 
as Idomeneo; John LaPierre 
put foaling into his tenor 
Diamante, even if the quality off 
voice production was uneven. 
The Glyndeboume Wind Sere- 
nades will be recorded and 
issued together on a single 
disc, which should prove a fas- 
cinating exercise in the art of 
musical commemorations. 

Richard Fainnan 
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The, very sound of the 
clarinettist Alan Hacker 
playing works by Maxwell 
Davies, Birtwistle and Goehr at 
a Cheltenham Festival recital 
must have stirred the memo- 
ries of many bid hands, hi the 
late 1960s, in the wake of the 
"Cheltenham symphony” but 
before new music began to find 
many move outlet^ the festival 
was at the leading edge erf new 
music in this country with, a 
regular diet of Important 
premieres, and the Pierrot 
Players (later to be reincar- 
nated as the Fires of London) 
made one of their earliest 
appearances at Qheitenha m in 
'•-ru'2 1967, playing Maxwell Davies 
■ •T- W' 5 ' and Birtwistle alongside 

?■ ' Schubert and Webern- . 

.»- — : That concert included 0acfc_, 

? --.SV- erV astounding first perfor- - 

V.-.r.* - i- mance of Davies’s Hymiosr, 'on 

. ;:'■(< Saturday in the Pittrinfi Pump ' ’ 

, Room he played a later, less 

. ’;;i, substantial piece of Davies, 

The Seven Brightnesses from 


Roadbirili? 

. 51IVS3 i- 


-* i.u ai! . r 

1975, but stilt commanded the' 
same electrifying range and 
nervy intensity. In both Bir- 
twistle’s revealingly spare. 
Unoi, Inching its way through 
a melodic shape in an almost 
primeval way, and Goehr's 
1968 paraphrase of Monte- 
verdi’s H combattimento di 
Tanaedi e dormda , every sec- 
tion instantly characterised, 
Hacker was compelling; each 
note was individually shaped 
and made to matter. 

He appeared in Che l t e nh a m 
this time with the Composers’ 
Ensemble, the group organised 
by John Woolrich and Mary 
Wiegold, winch over the last 
two years has compiled a Song- 
book (with nearly SO items to 
date) for vtrfce-and five instrn- 
, meats from a- wide range of : 
.contemporary composers, fa. a 
neatly planned and splendidly 
presented programme, some 
songs were revived from the 
group's first London concerts 
-Judith Weir's witty little 


Spanish narrative The 
Romance of Gaunt Amaidos, 
Dominic Muldowney’s Eisler- 
ian On stddde, Woolrich' s own 
delightfol The Turkish Mouse, 

Among the new additions, 
Michael Finnissy had made a 
plain chant-inflected version of 
the hymn O quam glorifica 
luce, underpinned by viola 
drones. Elena Firsova’s 
Rakoafma by Mandelstam was 
characteristicall y o ver- 
ambittous in its instrume nt a l 
writing and vocal demands, yet 
managed to achieve the kind erf 
brooding intensity hex recent 
instrumental works have just 

miwiBd. 

Her husband Dmitry Smir- 
nov’s Silent silent Night was 
-yet another of his Blake 
derived pieces, a simple 
enough piece of word setting in 
English, woven about with 
highly wrought clarinet and 
string lines. 

Andrew Clements 



Jean Vilar in Corneille’s ‘Cinna’, 1956 

Jean Vilar 


AVIGNON FESTIVAL 

It is 20 years the death of 
the actor and director Jean 
Vilar, (bonding father of the 
Avignon Festival The occa- 
sion is bring marked at this 
year’s festival by a number of 
exhibitions devoted to his 
career. The main one in the 
liaison Jean Vilar mntaing a 
fine display of programmes, 
costumes, notices, and corre- 
spondence relating to all 
VDar’s major productions. It is 
complemented by an illus- 
trated book Jean Vilar par 
ha-mime which contains all 
this famHimting memorabilia 
arranged chronologically. 

When the poet Rend Char 
and other local figures in 
Avignon suggested to Vilar in 
1947 that he should do one 
performance of Murder in the 
Cathedral in the courtyard of 
the papal palace, they trig- 
gered an event that still flour- 
ishes today. As it happened 
Vilar refused to pat on E Hot at 
Avignon, but he told them that 
he would be interested to do a 
production of Shakespeare's 
Richard ZL This was the start 
of what became an annual 
summer festival of drama with 
a fondness of doing Shake- 
speare in French. It was also 
the beginning of a new atti- 
tude to theatrical presentation 
that was to spread across 
Europe in the immediate post- 
war years. 

The basics of that attitude 
were stated by Vilar the fol- 
lowing year in “Why I have 
pot an Danton’s Death". Apert 
from its inherent dramatic 
merits, VBar said that its style 
made it especially suitable for 
the bare open-air stage at 
Avig non “ wit hout d ecor, with- 
out curtains, without prosce- 
nium". It relied wholly an the 
vitality of the pe rforma nce. 

Vilar had learnt his craft 
from the innovate director 
Charles DuQin at the Theatre 
de 1’ Atelier in Paris before the 
war. The young Vilar had 
brusquely departed from his 
bourgeois family in Septe to 
seek his fortune as an actor in 
Paris. In 1987 Vflar had two 
small parts in Dullin's produc- 
tion or Julius Caesar. He was . 


called up into the army in 1939 
but Invalided out after an 
operation for a stomach ulcer. 
As an actor he had by now 
become dissatisfied with the 
elitist bonlevardism that for 
him typified the Parisian thea- 
tre. In reaction he formed his 
own small company: Les 
Coufediens de la Roufotte. It 
toured the regions In a cara- 
van putting on works by 
Moltere, De Musset, J. SL 
Synge. This experience of 
bringing unfamiliar works to 
a local audience in a simply 
produced style with great 
emphasis on direct communi- 
cation was a fine preparation 
for the years at Avignon. 

The exhib ition recalls those 
years with the help of many of 
the original costumes designed 


by Leon Gischia for such pro- 
ductions as Kteistis Prince of 
Hamburg, MoH&re's The Miser, 
Corneille’s Le Cid, which 
introduced Gdrard Philippe to 
Avignon. The exhibition is 
equally divided between 
Vllar’s work as a director and 
as an actor. It recalls him giv- 
ing memorable performances- 
in Cinna and Don Juan. In 
1951 to Vllar’s administrative 
workload was added the great 
responsibility of running the 
Theatre National Populalre in 
Paris at the palais de Chafllot 

As Vilar makes clear, the 
establishment of a popular 
theatre in Paris predated him 
by many years. It came about 
ftanh to an Initiative in 1920 
by Aristide Briant mid others 
and it was voted into being by 
the Chambre des Deputes. 
Under Vilar in the 1950s, the 
con cept to ok off with an 
adventurous policy of extend- 
ing the repertory through pro- 
ductions of foreign classics as 
well as French ones. By popu- 
late he meant open to afl. 

That fids tradition of vigor- 
ous popular presentation still 
survives Is attested by many 
major productions by directors 
such as Vltez, Peter Brook, 
Lavelli and others that have 
taken place in Avignon since 
Vllar’s death in 1970. 

Anthony Curtis 


Royal Ballet School 


COVENT GARDEN 

It was something of a shock on 
Saturday afternoon to find Bal- 
anchine the best served of the 
choreographers in the Royal 
Ballet School’s annua f Covent 
Garden matinee. His Valse 
Fantaisie - abstracted from 
the longer GUnkianaat 1967 - 
is ravishing in its simplicity: a 
central couple four atten- 
dant girls skftn and flash over 
the stage in clear, open pat- 
terns buoyed up on the waltz’s 
lilt It is choreography requir- 
ing speed, attack, lightness 
(not always Royal Ballet vir- 
tues) and its cast, led by Jane 
Bum and Christopher Wheel- 
don, did it proud. Good danra 
make dancers look good, and 
Miss Burn was shown as a 
bright, easy performer, and Mr 
Wheeldon as a mercurial 
classicist. 

The potential of their con- 
temporaries was far from obvi- 
ous in the preceding sub-Balan- 
chine exercise especially made 
for them by David Bintley. 
This realisation of Mozart’s Les 
Petits mens lived up to its tide 


in offering academic nothings 
that could have been the work 
of Balanchine’s dentist rather 
than of an established creator. 
The young performers were 
trapped in banal activities that 
resembled caricatures of Mr 
B's Mozartian masterpieces, 
and there was a confused, 
un focussed look to the danc- 
ing, though the work of Justin 
Meissner held the eye by its 
fluency and promise of good 
things to come. The boys were 
cursed with doublets designed 
for Quasimodo; the girls wore 
bodices emblazoned with dou- 
bleheaded eagles - relics of 
the Royal Ballet's disastrous 
revival of Ballet Imperial - 
and four tiny and winsome 
girls, who were momentarily 
involved, ought to have been 
hi bed boors before. The piece 
should not have been shown. 

The pupils of the Lower 
School began the afternoon 
with their customary display of 
folk-dancing - Jamie Thom- 
son nipping fleet-footed 
through a treble jig - done 


with great aplomb. This year’s 
Upper School students were 
introduced to us in Les Sylph- 
ides, which was made by Fok- 
inefor his Petersburg students. 
The passage of the century, 
thou gh, has mad* It stylisti- 
cally too diffi cult for the 
young. The Royal Ballot's aspi- 
rants mope dutifhlZy, as if 
attending a memorial service 
ltness, tha airy, (learning 
implicit in the title 
by lethargy. The pink 
lighting and the Opera House 
orchestra's ability to bleach 
the music of all poetry were 
additional encumbrances. 

About the dosing EHte Syn- 
copations it needs but to be 
said that the young performers 
enjoyed themselves hugely - 
David Dawson an alert expo- 
nent of the Friday Night rag - 
and found a winning bright- 
ness of style for MacMillan's 
jokes and ingenuities. They 
worked hard and well; they 
had fun. And so did we. 


Clement Crisp 


B. B. KingjKraftwerk 


FESTIVAL HALL/ACADEMY 

There are many claimants to 
be King of the Blues, including 
Albert King, Freddie Eng, and 
Earl King, but no one really 
disputes that the title belongs 
to B.B. King, the 65-yearoId 
giant whose good time urban 
blues were somehow included 
in last week’s Capital Radio 
Jazz Festival. 

He has become a classic, 
which presumably justified his 
appearance at the Festival 
Hall, although it is not the best 
venue for his reach-out-and- 
touch music, especially If you 
are seated behind the band. 
This provides an excellent 
view of the keyboard player’s 
fingers bnt ensures that the 
sound Is as muddy and fiat as 
tiie Nile delta. 

First on stage was a very 
well fed looking hand which 
went through a long warm op 
act, a sure sign that the OAP 
star was not going to detain us 
long. Then B. B, initials he 
acquired in the 1940’s when he 
was "the Blues Boy from Beale 
Street”, rolled on, an even bet- 
ter fed looking figure in a col- 
ourful braid jacket that Joseph 
would have envied. 


B. B. does not exert himself 
too much these days. His 
playing has always been 
unhurried, 1 ^ back, dominat- 
ing not with flamboyance but 
with technical skill. The 
famous "bent” notes were 
there but he was more content 
to play along with the hand 
than to take off on extended 
solos, mflfcmg old faVOUT- 

ttes, like “Ain’t Nobody’s Busi- 
ness" and “Let the Good Times 
Roll". 

It was a case off catching a 
legend near the end of his 
career, enjoying memories 
with this smiling father figure, 
rather than wandering at his 
genius, a Radio 2 sort of even- 
ing, missing the eyrtnrirtnal, 
body churning blues that made 
B. B. mighty to a young audi- 
ence a decade or so ago. 

ff B.B. gave us a man rather 
than music, Kraftwerk at the 
Academy in Brixton on Friday 
made the case for machines. 
The German band’s enduring 
fascinations - computers, 
robots, the European Seal - 
seem more popular than ever, 
and the audience was an 

nwlilmly mix nf the feshinwahly 


hip (House fans came to wor- 
ship at the motheriode of every 
current club classic), the 
merely fashionable (coach 
loads of Germans), and the ter- 
minally unfashionable (all 
those young men in love with 
their personal computers). 

They united to cheer to the 
echo every last blip and beat 
The music Is only part of the 
experience. Large on stage 
video screens project techno- 
logical images. The sparse lyri- 
cal content suggest big thwww| t 
as in “Trans Europe Express". 
All was delivered deadpan by 
the black suited Kraftwerk 
quartet, half hidden behind 
their computer consoles. 

Given this playing down erf 
tiie personal it was not surpris- 
ing when the most successful 
moment of the show came 
when the humans were 
replaced by four Kraftwerk 
robots which jerked and ges- 
tured more charismaticaUy 
than their creators. This mix- 
ture of technology, humour 
and musical minimalism left 
the fang wail satisfied. 

Antony Thomcroft 


A New World Order 


THEATHE UPSTAIRS 





Curtain-raiser: Bill Paterson (left) and Douglas 
McFerran in Harold Pinter's A New World Order 


To respond to a request far a 
30-mimzte play with eight min- 
utes of dialogue takes some 
front, which ii one of the few 
thing s Harold Pinter offers in 
abundance these days, writes 
Claire Armitstead. The recent 
spate of revivals of Ms early 
works creates an Illusion of 
activity, when in fact he has 
not written a fun-length play 
for more t h a n a decade. 

A New World Order Is one of 
four curtain-raisers commis- 
sioned as part of the Cross Ref- 
erences season, co-sponsored 
by LIFT, the Royal Court and 
the National Theatre Studio, 
and now showing at the Thea- 
tre Upstairs. 

Here, in a single scene, is 
the embattled intellectual, 
whose lot Pinter has so vigor- 
ously championed. Mute and 
blindfolded, the lecturer in 
peasant theology awaits his 
fete, leaving Ms torturers to 
speculate about what he 
tiifaifcw they will do to m™, 
what they will in fact da “I 
fed so pure,” says one (Mich- 
ael Byrne), suddenly weeping. 
So he should, responds the 
other (Bfll Paterson), “because 
you’re keeping the warM dean 
for democracy.” Abstract lan- 
guage floats free of all con- 
crete meaning; bnt Is this just 
the torturer’s way with words 
- or the playwright’s? 
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This year's Salzburg Festival is 
the last before Gerard Mortier 
assumes hill control. There are 
seven Mozart operas on the 
programme. Including a new 
production of Die ZauberHfite in 
the Grosses Festpielhaus, 
conducted by Georg Solti and 
staged by Johannes Schaaf (July 
27, 30, Aug 2, 8, 16, 19, 28). 

Opening night (Fri) sees the 
premiere of a new ballet by John 
Naumefer In the FelsanroHschule 
(also July 29, Aug 1, 4, 8), a 
Vienna Philharmonic concert 
conducted by Riccardo Muti 
(repeated on Sun), and JOrgen 
Fiimm’s new staging of Hugo von 
Hofmannsthal's play Der 
Schwierige at the Landestheater. 
The concert programme includes 
Beethoven’s Mlssa Solemnls 
conducted by James Levine (Aug 
15 and 18), Mozart’s Requiem 
conducted by Giuilni in the 
Cathedral (Aug 28), and a 
performance of Martinu’s opera 
Julietta (Aug 17). Booking 
information: (662) 8045 . 

Austria's other major summer 
festival, at Bregenz. opens 
tomorrow with Carmen, staged 
on the festival's spectacular 


lakeside platform. Marjana 
Upovsek sings foe title role, with 
Emil Ivanov as Don Jose and 
Philippe Rouillon as EscamHIo. 
jdfome Savory's production team 
includes several of his most 
regular collaborators — the 
conductor Marc Sous trot and the 
designers Michel Lebois and 
Michel Oussarrat There are 
performances on most days 
throughout tiie festival (ends Aug 
23). with alternating casts 
Including Sally Burgess in the 
title role and Edmund Barham 
as Jose. 

Bregenz ’8 second major 
production is Tchaikovsky's rarely 
heard opera Mazeppa, conducted 
by Pinches Steinberg and staged 
by Richard Jones. The production, 
at the Festspielhaus. will be sung 
In Russian, with Lyuba 
Kazarnovskaya and Lyubov 
Shamina alternating as Maria, 
Sergey Le'rferkus and Valery 
Alexeyev as Mazeppa and 
Vladimir Atlantov and Vitaly 
Taraachenko as Audrey. There 
are five performances (opening 
night on Sun, then Aug 1, 4, 8, 

11 ). 

In the concert programme, 

Claus Peter FJor and Vladimir 
Fedosseyev are guest conductors 
of the Vienna Symphony Orchestra 
(July 30 and Aug 12). Rudolf 
BuchWndet is soloist in Mozart 
and Beethoven piano concertos 
(Aug 6), and Deszo Rank! and Edit 
Klukon play the Mozart Concerto 
for two pianos with the Budapest 
Festival Orchestra conducted by 
Ivan Fischer (Aug 19). There Is 
also a series of concerts at 
Hohenems devoted to Mozart 
quintets, on Wed, Thurs and Fri 
this week. Booking information: 
(5574) 4920 224 


FESTIVALS GUIDE 

AIX-EN-PROVENCE 
Robert Careen's new production 
of Britten’s A Midsummer Night's 
Dream, conducted by Steuart 
Bedford, receives two 
performances this week at foe 
Theatre de i'Archdveche (tonight 
and Fri). The opera programme 
also includes Rudolf NoeHe’s 
staging of Le nozza dl Figaro 
(tomorrow and Sat) and the Pier 
Luigi Ptzzi/William Christie 
production of Rameau’s Castor 
et Pollux (Wed and Sun). Among 
the recitalists are Carol Vaness 
(tomorrow), Manfred Hamm and 
Helen Donath (Wed), Andreas 
Schmidt (Thurs) and Margaret 
Price (Sun). Ends Aug 2. (IQ 4217 
3434 

AVIGNON 

On Sun the festival hosts the first 
of three showings ol Pierre 
Marodon's 1925 silent film 
Salammbo. with Florent Schmitt's 
score for the original soundtrack 
performed live by the Orchestra 
National d’lle de France conducted 
by Jacques Merder. The drama 
programme continues with daily 
performances of Peter Brook’s 
production of Shakespeare's The 
Tempest and a selection of plays 
by tiie radical east German 
dramatist Heiner Mailer. Ends 
Aug 2. (90) 862443 
BAYREUTH 

There are no new productions 
this year. The festival opens on 
Thurs with a revival of Werner 
Herzog’s 1987 production of 
Lohengrin, conducted by Peter - 
Schneider. Paul Frey sings the 
title role, with Eva Johansson as 
F hm, Gabriele Schnaut as Ortrud 
and Ekfceftard Wlaschiha as 


Telramund. James Levine 
conducts Wolfgang Wagner's 1989 
production of Parsifal (Fri), with 
William Poll In the title role, Bemd 
Weifcl as Amfortas. Waftraud Meier 
as Kundry and Hans So tin as 
Gurnemanz. The 
Kupfer-Barenboim Ring returns 
for its fourth successive season 
(first cycle begins on Sat). Dieter 
Dorn's staging of Der fliegende 
Hollander, new last year, Is also 
revived (Aug 2), with Giuseppe 
Sinopoli as conductor. Ends Aug 
28. (321) 20221. 

CANNESThe Nuits Musical es du 
Suquet include a concert tonight 
In which the festival director 
Gabriel Tacchino Is joined by 
fellow pianist Jean-Philippe 
Col lard and other friends for an ' 
evening of chamber music. Ends 
July 30. (92) 986277 
EPfDAURlfS 

The drama festival at the Ancient 
Theatre of Epfdaurus has two 
performances this week: the Greek 
National Theatre presents The 
Trqjans by Eurlprdes on Fri and 
Sat Ends Aug 31. (753) 22026 
GLYNDEBOURNE 
The Scottish conductor Donald 
Runnicles, recently appointed 
music director of the San 
Francisco Opera, makes his 
British operatic debut on Sun in 
a revival of Peter Hail's production 
of Don Giovanni (restaged by 
Stephen Lawless). OlaJ Bfir sings 
the title role and Marie 
McLaughlin is Donna Elvira. There 
are also performances of Peter 
Sellars’ staging of Die ZauberflOte 
(tomorrow), Trevor Nunn's 
production of Idomeneo with Caret 
Vaness as Electra (Thurs) and 
La demenza di Tito, conducted 
by Andrew Davis (Sat). Ends Aug 
23. (273) 541111 


MACERATA 

Don Giovanni at the Arena 
Sferlsterio (Thurs and Sun) Is 
staged and conducted by Gustav 
Kuhn, with decor and costumes 
by Enrico Job. Don Pasquale at 
the Teafaro Lauro Rossi (Fri) is 
a Roberto de Simone production 
conducted by Roberto Abbado. 
Madams Butterfly at the Arena 
Sferisterio (Sat) is conducted by 
Daniel Oren. Ends Aug 14. (733) 
230735 

MONTPELLIER 

Tonight at the Egllse Saint-Paul, 
Yuri Bashmet leads the Moscow 
Soloists in a programme of Bach, 
Telemann and Tchaikovsky. On 
Wed, Bashmet plays Harold in 
Italy at the Op6ra Beriioz-Corum. 
Tomorrow, Hlldegard Behrens, 
Gary Lakes, Hanna Schwarz and 
Matthias H6l!e take part In a 
concert performance of Tristan 
.Act il, conducted by Marek 
Janowski. The Hilliard Ensemble 
gives a recital at the Abbaye de 
Caunea-Mlnervols on Wed, 
Gwyneth Jones sings 
Schoenberg's Erwartung on Thurs, 
and Kant Nagano conducts a 
programme of Dutilleux, Mahler 
and Frank Martin on Fri. Ends 
Aug 3. (67) 616681 
RAVENNA 

There is a final performance 
tonight of La Muette de Portici 
(1828), an operatic rarity by Auber. 
Patrick FoumiJIier conducts Mlcha 
van Hoecke's production, with 
a cast led by Tiziana Fabbricdni. 
The closing performance of this 
year's festival Is on Wed, when 
Michel Plasson conducts the 
Orchestra du Capitole de Toulouse 
in Poulenc’s Gloria and Faurft’s 
Requiem, with soloists Katia 
Ricciarelll and William Shimeil. 
(544)482484 


RAVIMA 

This week’s programme at the 
Pavilion (3500 seats, with 36 acres 
of surrounding lawn) begins with 
a Brahms recital by the pianist 
Emanuel Ax tonight at 20.00. B.B. 
King and Koko Taylor give a 
concert on Wed, followed by the 
Preservation Hall Jazz Band on 
Thurs. The Chicago Symphony 
Orchestra gives three weekend 
concerts. The soloist in Mozart's 
Violin Concerto No 5 on Fri is 
Pirtchas Zukerman. The conductor 
on Fri and Sat is Mariss Janssens, 
and Angel Romero is guitar soloist 
on Sun. Ends Sep 2. (312 728 4642 
SANTANDER 

This year’s festival opens at the 
weekend with two performances 
(Fri and Sat) of Verdi’s Otello by 
the Kirov Opera of Leningrad, 
conducted by Valery Gergiev. The 
Boston Ballet gives performances 
on July 9) and 31, and the Spanish 
National Orchestra and Polish 
National Opera of Poznan are 
among the guests in August Ends 
Aug 26. (42) 210508 
SAVONLBINA 

The final week of the festival is 
dominated by performances of 
Don Giovanni and Rusal ka by the 
. Prague National Theatre. The 
Dvorak (tonight Wed, Fri and Sun) 
Is conducted by Bohumll Gregor, 
the Mozart (tomorrow, Thurs and 
Sat) by Zdenek Kosler. There are 
also two early evening 
performances (Wed and Thurs) 
of Mozart’s opera buffa La finta 
semplice. Ends July 31. (57) 

514700 

SCHLESWIG HOLSTEBC 
Tatyana Grindenko and Gldon 
Kramer are soloists with tiie 
Deutsche Kammerphllharmonls 
tonight in Hasefdorf (repeated 
tomorrow In Kiel), while Vladimir 


Spiavakov leads tiie Moscow 
Virtuosi tonight and tomorrow in 
Hensburg, with Justus Frantz 
piano soloist Jessye Norman 
gives a Ueder recital in Kiel on 
Fri. In Hamburg on Sat and Sun, 
Frantz plays all five Beethoven 
piano concertos, in two open air 
concerts with the Festival 
Orchestra conducted by Yehudi 
Menuhin. Ends Aug 25. (431) 
567080 
SIENA 

This week's programme in the 
Incontrl in Terra di Siena consists 
of chamber music evenings in 
La Foce on Wed, with a 
programme of Mozart, Kodaly 
and Brahms, and at the Palazzo 
Ptccolomini in Pienza on Sat with 
a programme Including Schnittke's 
Trio (1985) and Brahms' Piano 
Quintet op 34. Ends Aug 4. (578) 
64050 

TANGLEWOOD 

This week's highlight is Simon 
Rattle's concert on Sat with the 
Boston Symphony Orchestra, in 
a performance of Mahler's 
Seventh Symphony. Other events 
include a chamber music evening 
on Thurs led by Malcolm Bilson 
on tortepfnno and the soprano 
Bonita VaJente, and two concerts 
conducted by Leonard Slatidn, 
with Mozart piano concertos 
played by Alicia de Larrocha on 
Fri and Paul Badura Skoda on 
Sun. Ends Sep 1. (413) 837 1600 
TORRE DEL LAGO 
This year's festival opens with 
Turandot (Fri and Sun) conducted 
by Yuri Ahronovich, with a cast 
including Ghana Dimitrova and 
Nicola MartlnuccL Madama 
Butterfly is also on the programme 
(Sat). Ends Aug 18. (Pazzaie 
Belvedere 4, 55048 Torre del Lago) 
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BCCI: get the 

inquiry right 


THE NATURE and scope of the 
inquiry into the events learning 
to the closure of the Bank of 
Credit and Commerce Interna- 
tional, announced by the Chan- 
cellor of the Exchequer Nor- 
man Lamont last Friday; 
remain obscure. The danger is 


that the inquiry will not be 
3 ugh to 


broad enough to discuss the 
real issue, which is how such 
as international bank was con- 
trolled in several jurisdictions 
in a way apparently calculated 
to avoid close national supervi- 
sion. If the focus is simply 
upon the decisions made by 
the Rank of En gland under the 
Banking Acts it is unlikely to 
be conclusive. 

However, official inquiries 
can have many purposes. They 
may be designed to find out 
the truth of what happened. 
They may may be intended to 
recommend changes in the 
legal and regulatory frame- 
work to avoid the same prob- 
lems arising in future. Or they 
may be intended to deflect crit- 
icism and postpone any reck- 
oning. In this case, it might be 
convenient for the government 
if the inquiry reported after the 
general election. 

The closest recent UK prece- 
dent for an investigation of 
this kind is that which exam- 
ined the collapse of the invest- 
ment company Barlow Clowes 
In 1988, followed by a report by 
the Parliamentary Ombuds- 
man. Those reports uncovered 
administrative failings at the 
Department of Trade and 
Industry, under already super- 
seded legislation, which 
encouraged the government to 
offer compensation to inves- 
tors. In the case of BCCI, tales 
of lost letters have evoked 
some of the same impression of 
Whitehall incompetence. But it 
is unlikely that the much more 
professional banking supervi- 
sion department at the Bank of 
England will be found guilty of 
the same kind of simple blun- 
ders as the DTI Rather, the 
inquiry might be put in the 
awkward position of trying to 
second-guess the decisions of 
sophisticated banking regula- 
tors with the benefit of hind- 
sight. 


BCCI to be useful, as did some 
powerful, international crimi- 
nals. Last October, BCCTs 
auditors. Price Waterhouse, 
delivered a document which 
might have justified the clo- 
sure of the bank as much as a 
more recent report; but to have 
triggered a dispute between 
the Bank of England and 
BCCTs major shareholder, the 
Sheikh of Abu Dhabi in the 
middle of the preparations for 
the Gulf War would scarcely 
have pleased the Foreign 
Office. This last is speculation, 
but it will take some very 
tough Investigators to get near 
to the truth of such matters. 
This is not a role for a judge 
who will rift and weigh the evi- 
dence and come to a balanced 
conclusion. There will need to 
be an aggressive attempt to 
penetrate the official wall of 
silence. The question of the 
power of the inquiry to require 
witnesses to give evidence, 
written and verbal is crucial 


Political complications 
Moreover there are several 
layers of possible political com- 
plication. It looks likely that 
official intelligence organisa- 
tions, including the CIA, found 


Open doors 

Even an effective UK 
inquiry, however, could still 
miss Uie point about BCCI. 
Fault may be found with file 
UK deposit protection scheme 
and with aspects of the UK’s 
Ranking Acts, but with effect 
from the beginning of 1993 
banks from throughout the 
European Community will be 
able to set up in London, sub- 
ject only to supervision by 
their domestic regulator. The 
inquiry must determine how, 
from die late 1970s, BCCI was 
able to exploit its Luxembourg 
and Cayman island domiciles, 
and its holding company struc- 
ture, to evade the full rigour of 
Bank of England regulation, 
while stQl enjoying the advan- 
tages of London as a main 
operating base. 

The lin palatahln truth is that 
as banking has become a 
global less regulated business, 
international supervisory 
mechanisms have foiled to 
keep pace. Mr Lamont should 
speak to his fellow Group of 
Ten finance ministers and pro- 
pose a parallel international 
commission, by a fig- 

ure of stature, to examine this 
vital issue; and Mr Paul 
Volcker, the former chairman 
of the Federal Reserve, might 
be a good choice. Otherwise, in 
a few years' time there win 
have to be an inquiry into the 
next BCCI ■ - - 


The crisis in 
social work 


SOCIAL WORKERS tend to hit 
the headlines only when scan- 
dals emerge over chDd abuse 
cases or repressive regimes in 
children's homes. All too often, 
the social worker is portrayed 
as a fresh-faced sociology grad- 
uate, full of woolly ideas about 
social engineering of the worst 
kind. In an era of receding 
state frontiers, social workers 
can easily be made to look like 
interfering but ineffective 
busy bodies, whose services 
have become a shabby luxury 
we can afford to do without. 

The result* is predictable: a 
profession which is under- 
staffed, underfunded and suf- 
fering an Identity crisis. 
Today's report from the Associ- 
ation of Directors of Social Ser- 
vices makes bleak reading, 
with 10 per cent of field social 
worker posts unfilled, too few 
qualified entrants and some 
2,500 field social workers - a 
tenth of the profession - with- 
out professional qualification. 

If these figures were for 
nurses, there would be an out- 
cry. Yet social w orke r s play an 
equally important role, height- 
ened by the move to shift care 
out of institutions and into the 
community. Field social work- 
ers are in the front line with 
children and young people at 
risk. And they are responsible 
for assessing the needs of 
elderly and disabled people - 
including growing numbers of 
older people with degenerative 
diseases. 


profession, social work attracts 
graduate entrants. But only 
nne |q nine erf those coming Q ft 
social work training courses is 
under 25: over half are 30 or 
more and a quarter are over 40. 
There may be rather more of 
what the health minister Mrs 
Virginia Bottomiey described 
as “street-wise grannies" enter- 
ing social work than is com- 
monly recognised. 


Intractable cases 

Residential social workers 
cope with s imilar groups in 
local authority homes, often 
the most intractable cases 
needing the highest quality 
care. Yet four out of five resi- 
dential social workers are 
unqualified and there is a con- 
stant Dow from residential 
work to the better-paid field 
social work posts which attract 
more kudos. No national fig- 
ures are published on vacan- 
cies in residential homes, but 
many in London, for example, 
could not remain open w itho ut 
agency social workers. This 
turnover of staff is particularly 
debilitating in children’s 
homes, where stability is a pre- 
condition for the sort of care 
which eventually saves money. 

There are undoubtedly social 
workers who match the stereo- 
type of the raw. theory-spout- 
ing graduate - like any other 


Old myth 

Mrs Bottomley's ideal social 
worker perpetuates the myth 
that the only qualification 
needed is common sense and a 
degree from the university of 
life, in fact the Department of 

Health now accepts the impor- 
tance of training in raising the 
quality of social work, and has 
fended an additional 250 places 
a year on courses for the new 
two-year diploma in social 
work This brings the total out- 
put of qualified social workers 
to over 4,600 a year, still short 
of the 5,000 places needed to 
meet current entry require- 
ments. The social services 
directors say even this figure is 
too low: If all vacancies were 
filled tomorrow, the number of 
unqualified field social workers 
would double to almost 6,000. 

Training must be increased, 
so that all new entrants are 
qualified and the overhang of 
unqualified social workers is 
progressively reduced. Local 
authorities could do more to 
encourage In-service training 

- there is wide variation in 
between authorities in the 
numbers seconded for t raining 
And with women making up 70 
per cent of qualified ent rants , 
those who leave to start a fam- 
ily should be lured back with 
flexible working arrangements 
so that their training and expe- 
rience is not lost 

Raising the public esteem of 
social workers may be a lon- 
ger-term process. One solution 
under active consideration by 
an official working party is a 
professional structure for 
social work. This would estab- 
lish a central council to deter- 
mine professional standards, 
control entry to the profession 
and act on disciplinary matters 

— in much the ssrm way as 
the professional bodies for 
nurses and midwives. The cre- 
ation of such a body would sig- 
nify a long overdue recognition 
of the importance to society of 
the social work profession. 


W hatever consequences 
flow from the collapse of 
Bank of Credit and Com- 
merce International, It is 
already certain to mark a watershed 
in interna tional banking regulation. 

After tiie initial shock-waves, bank 
supervisors everywhere are asking 
themselves the same questions: how 
could a supposedly well-established 
regulatory system have permitted a 
$20bn rogue institution to run amok 
through the world’s financial mar- 
kets? How could fraud on such a scale 
have escaped detection for so long? 
The result is bound to be another 
initiative to tighten international 
cooperation in supervising banks. 

The BCCI collapse raises fundamen- 
tal questions about the way in which 
global banks are regulated by 
national authorities. Indeed, one is 
bound to ask whether financial mar- 
kets have hot become so internation- 
alised that the present segmented reg- 
ulatory regime, loosely coordinated 
through a central bankers’ dub in 
Bade, is any longer appropriate. 

This is by no means the first time 
that regulatory shortcomings have 
been exposed; indeed, all previous 
international initiatives in thfa area 
have occurred in the wake of financial 
qiiamitift! The starting point was the 
collapse of Germany's Herstatt Bank 
in 1974, which led to the Basle Concor- 
dat in December 1975. This agree- 
ment, between the central hank gov- 
ernors of the main industrial 
countries (subsequently endorsed by 
other financial centres), introduced 
guidelines for the division of regula- 
tory responsibilities betweeo national 
authorities, one of the central princi- 
ples bring that the supervision of for- 
eign hanire should be the joint respon- 
sibility of parent and host authorities. 

The collapse of Banco Ambroriano’s 
Luxembourg subsidiary in 1982 was 
the occasion of an tmodify in g dispute 
between the Luxembourg and Italian 
authorities, who both disclaimed 
responsibility for supervising the Lux- 
embourg entity (a holding company 
as it happens.) Following the Ambro- 
giann affair an aimmilwl version of the 
Basle Concordat was signed in 1983. 

The 1983 Concordat introduced two 
new regulatory principles. First, it 
sought to ensure the adequacy of 
supervisory standards within national 
jurisdictions by adopting a "dual key” 
approach in which parent and host 
authorities assess the quality of aarh 
other's supervision. Second, it focused 
on consolidation, whereby the parent 
authority must supervise a bank’s 
worldwide operations, *nrimftng for- 
eign subsidiaries. 

Under the dual key approach, if a 
host country considers that the super- 
vision of parent inaHtuHnna of foreign 
banks an its territory is inadequate it 
should prohibit or discourage the con- 
tinued operation of such offices or 
alternatively Impose specific condi- 
tions cm the conduct of their business. 

In addition, if the parent authority 
considers that the host authority's 
supervision is inadequate it should 
“either extend its supervision, to the 
degree that is practicable, or it should 


Richard Dale on the lessons for international 
bank regulators from the collapse of BCCI 




Someone must 
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be prepared to discourage the parent 
k from continuing to i 


bank from continuing to operate the 
establishment in question". 

In other words, each national super- 
visory authority must satisfy itself 
that banks’ foreign operations are 
bring conducted in jurisdictions with 
sound supervisory practices and that 
foreign banks to which it is host are 
subject to adequate supervision in 


from permissive jurisdictions and pre- 
vent their own banks from conducting 
iwfopmfipiiai operations in such loca- 
tions. In tiie light of BCCI it must be 
doubted whether this key element of 
the Basle framework is working. 

The attempt to ensure adequacy of 
supervision is buttressed by the other 
si gnificant innovation of the new Con- 
cordat - consolidated supervision. 
The Concordat states that "banking 
supervisory authorities cannot be 
fully sati sfy about the soundness of 
individual banks unless they can 
the totality of each bank’s 
business worldwide through the tech- 
nique of co nsolida tion". The idea is 
that overall supervision should be 
strengthened by having parent 
authorities supervise risks on the 
hama of banks’ global operations. 

In what may now be viewed as a 
controv e rsial provision, the Concor- 
dat allows for an exception to the 
consolidation principle- It states that 
“where holding companies are at 
head of groups that include separately 
incorporated banks operating in dif- 
ferent countries [a precise description 
of BCCTs corporate structure] the 


In the first place, tiie parent entity 
of BCCI is a Luxembourg holding 
company which escapes regulation 
under Luxembourg law because it is 
not classified as a bank. This state of 
affairs is in itself unsatisfactory, bear- 
ing in mind that the collapsed Bank 
Ambrosiano subsidiary h«d avoided' 
regulation in Luxembourg for the 
mim reason. Bidding companies that 
own banks should be subject to rigor- 
ous supervision - as indeed they are 
in the US where the holding company 


BCCI appears to have 
been structured In a 
manner that was 
intended to minimis e 
regulatory constraints 


their home jurisdiction. Tiie Intention — authorities r esponsible for supervi- 


was to reverse the tendency for banks 
to gravitate to the least-regulated 
jurisdictions with resulting “competi- 
tion In regulatory laxity" between 
financial centres competing for for- 
eign banking business. 

This system should in theory 
ensure that- supervisory standards are 
aligned on those of the most strin- 
gently regulated centres rather than 
vice versa. For that to happen, how- 
ever, national authorities in the lead- 
ing banking centres must be prepared 
to loci out foreign banks originating 


sing those hunhi should endeavour to 
coordinate their supervision erf those 
banks, taking account of the overall 
structure of the bank in question". 

BCCI may be viewed as a test case 
for the Basle Concordat since it 
appears to have been structured in a 
way that was intended to minimise 
regulatory constraints (see chart). 
Hus is an important aspect of the 
affair because it is precisely those 
banks that are seeking to avoid regu- 
latory attention that need to be super- 
vised most closely. 


structure is the norm. 

Second, BCCTs banking operations 
are split between two main subsid- 
iaries incorporated in differ ent juris- 
dictions - Luxembourg and the Cay- 
man islands. This structure ruled out 
consolidated supervision and a college 
of regulators was therefore estab- 
lished in May 1988, initially consisting 
of Luxembourg, the UK, Switzerland 
and Spain. However, why was the col- 
lege was not set up earlier? And why 
was the membership only gradually 
expanded ultimately to include Hong 
Kong, the Cayman Islands, France 
and tiie UAE? Finally it is for from 
dear that a dispersal of regulatory 
responsibilities among so many 
national authorities is a safe way of 
dealing with cases of this kind. 
Should not someone be in charge? 


The fact that BCCI was permitted to 
establish itself and operate for so long 
within a faulty regulatory framework 
is surely a central issue in this affair. 
Once the bank had expanded .to 
become a JZObn multinational institu- 
tion the regulators faced an awesome 
-choice between a disastrously 
costly closure and a risky reconstruc- 
tion. 

Furthermore, the closure option 
was for from straightforward. It was 
presumably necessary to secure broad 
agreement among the main regulators 
since any unilateral action by, say, 
the UK would have precipitated a dis- 
orderly collapse of the whole group, 
hi aiiiiitiffl i, tiie Rank of England may 
have been hampered by the require- 
ments of the 1987 Ranking Act This 
statute gives the Bank a broad discre- 
tion to withdraw authorisation from 
an institution (it is, for instance, 
unnecessary to prove fraud) but the 
procedure is cumbersome and 
includes a requirement to give notice 
to the institution concerned. That is 
hardly an appropriate mechanism 
where fraud is suspected, since the 
opportunity would be given to remove 
assets from the jurisdiction, thereby 
jeopardising the interests of deposi- 
tors. The inadequacy of the deauthor- 
isation procedure evidently forced the 
Bank of England to seek liquidation 
of BCQ, the grounds for which are 
much narrower and which In 
this instance require the proof of 
fraud. 

In any event, the decision on 
whether or not to close a bank is a 
matter of judgment, and one not 
likely taken in a case such as this, 
where the chief shareholders are 
apparently willing to make good any 


capital shortfall 

Indeed, so long as the problems are 
remediable the interests of depositors 
are best served by k eeping the hank 
prting while ensuring that corrective 
action is taken. Closure Is appropriate 
only when fraud or other Irregulari- 
ties have infected the whole bank and 
cannot therefore be cleansed. 

No doubt the inquiry announced 
last week by Mr Norman Lamont, the 
UK chancellor, will be looking very 
carefully at the basis on which the 
closure decision was reached. But on 
the broader question of regulatory 
reform it is important to understand 
that we are talking here of Interna- 
tional rather than specifically UK reg- 
ulatory weaknesses. 

The following issues in particular 
will need to be addressed 

• Are the informal and broadly- 

drawn guidelines set out in the Basle 
Concordat an adequate basis for regu- 
lating international banks? Arguably, 
much lighter rules are needed, partio- 
nlflrty as they relate to supervisory 
standards which vary considerably 
between financial centres. - 

This point is of particular concern 
with the approach of 1993, when \ 

banks incorporated in Luxembourg, ... - , 

for example, will be ab le t o branch - -• . 

automatically into the UK, leaving f ~’ L . ; ‘ ' 
toe UK authorities with no say what- 
ever in the matter. In this context, 
too, one must question the soundness ’ ' ■ 

of a re gime in which offshore banking •.>- 
centres compete with one and another 
by offering secrecy, and fiscal and <ri 

regulatory inducements. 

• The principle of consolidated •.. 1 

supervision that was adopted In 1983 

should be more rigorously enforced - 

particularly in relation to complex - * \ •.'* 

multinational banks where the oppor- : -r •' ' 1 

tnnity for regulatory evasion is great- - - . n 

est. There should be no exceptions, -' 

even if that means tiie dlsmanmng of ; 

existing structures. 'T'" 

• Every bank operating In interna- ; j. 1 
ti iwmi mar kets should have access to- : ; r~ ~-~ l - 

a lender of last resort in its country of 

origin. In the BCCI case - thanks to a .**• ; ' - 

smooth closure operation — this was t\"; : r'- - * 

not a critical factor but it is worth - v-' . 

ratting that if there had been a disor- 7-_ : ” •*”* • ■■■ • *• 

derly collapse things could have been / - 

very different. Because BCCI Is 

largely a dollar-based hank its sudden 7..'.- • : •• 

failure could have threatened the : ‘ 

integrity of the US payments system, ■- : ;r r 

possibly forcing the US authorities to *7 . t - ? 

provide emergency support L'L - Sr- 

• The issue of fraud has to be con- '^Z'-' - 
fronted. In the. BCCI case the Luxem- 

bourg authorities Jiave been quoted as “ 7 , , 

saying thm tiiefr regulatory. ^iTange- 'j-jrJV ... . 
meats could hot cope with fraud. I.' • 

However, fraud and other criminal - : “" 
activity is liable to gravitate to those f ^ 
financial centres which combine strtn- ^ - 
gent secrecy laws with a weak regula- s 7 ^ 
tory environment This is a complex . 
area where there are no ready 
answers but regulators may have to — ' 
become involved in regular on-site '-zoi . ; 
hank examinations. - vr. : 

• The procedures for closing and : V-’." 

liquidating international banks .< 7. 
should be examined. The BCCI :v 

sure was relatively dean but could . t 
have been delayed both by the •: r-jr 

absence of a lead regulator and by 

procedural difficulties. The liquida- 
tion is likely to take several years and 
will involve all manner of conflict of 
law problems In many jurisdictions. 

The failure of a bank, even a large 
bank, does not necessary point to reg- 
ulatory failure. But in the BCCI case 
there are ample grounds for believing 
that something has gone seriously 
wrong. What Is clear Is that a purely 
UK inquiry into regulatory shortcom- 
ings is not enough. What is required 
is an international commission of 
inquiry to investigate the Whole ques- 
tion of fi nancial regulation now that -v firm 't - j 
we have truly global banking and INI l! 

securities markets. ; , , 

The author is Coopers Deloitte profes- - 1 i } 

sor <tf international banking at Southr - 
ampton University and consultant edi- : V ^ ' 
tor, FT Financial Regulation Report 
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Neglected 

history 


■ Is there anything left of 
Britain’s late and long 
lamented world leadership In 
developing the computerised 
machine-tool? Yes, says Curtis 
Sparkes, who has just won a 
PhD at the age of 86 for his 
study of the history of the 
electronically controlled 
manufac turing systems now 
known as machining centres. 

But he fears that the 
evidence of the UK’s trail- 
blaring — in which he claims 
to have played a leading role 
- will soon be snapped up by 
the Japanese, who didn’t jump 
on the computerised band- 
wagon until 20 years later. 

The world’s first numerically 
controlled machine-tool he 
maintains , grew out of the 
somewhat drably named 

horizontal boring rig evolved 
in tiie 1920s and 30s by 
Lancashire company H.W. 
Kearns, which Sparkes joined 
as an engineering apprentice 
in 1919. 

The tool played a fell part 
in the Second World War, 
helpin g to make things 
military in India, Canada and 
Australia besides Britain. 

Then, with the war over, 
Kearns’s engineers set out to 
take the design further. 

They eventually converted 
It to electronic control with 
the aid of a precision 

measuring system developed 
by the old British Thomson 
Houston company. The 
resulting technological wonder 
was bought by British United 
Shoe in Leicester in 1955. 

It served well too, for nearly 
two decades, its main inventor 
recalls, which makes what has 
happened to it since shamafeL 
For In the mid-1970s the 
Leicester buyers donated it 
to the Manchester Museum 
where Sparkes says ft still 
languishes in the dismantled 
form ft arrived in, the curators 
never having bothered to put 
It back together. 

Their lads of interest 
contrasts with attitudes in 
Japan. Indeed top machine-tool 


Observer 


company Yamazaki has built 
a special hall in Tokyo to 
bouse a historical exhibition 
of computerised manufacturing 
systems, and has written to 
Sparkes asking where it might 
find an example of Britain’s 
original invention. 

"I hadn't decided whether 
to tell them," he adds. “But 
I suppose that now I’ve talked 
to you, theyll know anyway.” 


Purgatory over 


Meanwhile, having served 
his purgatory, Japan’s Toy 00 
Gyohten has descended to the 
Bank of Tokyo as an adviser. 

Being a former vice-minister 
of finance for international 

affairs, he had to wait two 

years before joining a Japanese 
financ i al institution. Even so, 
it has been known he’d go to 
the bank, and widely presumed 
he’d be its next chairman. 

“Internationalisation" has 
been a popular word in Japan 
for the past few years, and 
Gyohten is seen as one Of the 
most international of Japanese 
financial figures. At the 
ministry, he oversaw the 
liberalisation of the financial 
system, while part of his 
purgatory has been spent as 
a visiting professor at the US 
Princeton University. 

His skills will be welcome 
at BOT whose charmed sfe*™ 
as “Japan's foreign exchange 
bank" will not be enough to 
keep the profits flowing in ■ 
coming years. And while the 
bank says his succession to 
the chai rmanship next June 
is not yet decided, it concedes 
that “we cannot say it is not 
a possibility". 


Ups and downs 


■ It is hard to tell which is 
the more interesting point 
about Dreyfus Corporation’s 
new chief economist Richard 
Hoey: his extraordinary track 
record in spotting economic 



“He can’t see yon at i he 
moment, he’s eating 
bis correspondence.” 


trends, or bis unfortunate 
choice of employers during 
his 15-year stint on Wall Street 

HO has certainly made some 
b rillian t investment calls over 
the years. He spotted the peak 
in long-term interest rates at 
the start of the 1980s and got 
the timing of the latest US 
recession right On the other 
haw! he has probably worked 
for more investment firms that 
have either gone out of 
business or gone bust than 
most of his peers. 

Hutton, Bache, Becker, 
Drexel Burnham... Hoey's 
choice of employers down the 
years has been unusually 
ac c iden t prone. 

After Drexel’s demise he 
seemed to have found a safer 
home when he joined the New 
York investment banking- arm 
of Barclays BZW. Alas the 
parent soon lost one of its 
coveted Triple A credit ratings, 
closed its US equity broking 
business, and although 
Barclays wanted to keep Hoey. 
he was on the move again. 

His latest port of call US 
mutual fund giant Dreyfus, 
is a very solid institution. It 
has more than $70bn of assets 


under management and a good 
record of making money for 
its customers. But whether 
48-year-old Hoey has finally 
beaten bis run of bad luck, 
time alone will tell 


War games 


■ When Keith Miles, finance 
director of fashion retailers 
Etam. accepted the honorary 
post of secretary general of 
the Slovenia Information office 
In London's Regent Street, be 
thoaght the main benefit 
would be the occasional 
cocktail party, not the odd 
Molotov cocktaflL 

Having married a Slovenian, 
he knew the country well and 
was already being used as a 
part-time economic adviser 
by the local administration. 
However following the unrest 
in Yugoslavia, Miles has been 
catapulted into the political 
limelight with his face popping 
up everywhere from Sty TV 
to BBC's Newsnight Worse 
still, his own company is 
under attack from a bunch 
of South Africans. 

“We are fighting for our 
independence and do not want 
to be taken over by foreigners. 
Please get your tanks off my 
lawn”, is his standard response 
to all queries these days. 
Happily, he tells me, be thinks 
he’s whining on all fronts. 


Rain check 


■ While New York's recent 
rainfall has not quite matched 
Britain's, the Big Apple (fid 
suffer one sodden week that 
forced the cancellation of an 
open-air recital by Luciano 
Pavarotti in Central Park. 

The organisers thought the 
day had been saved when the 
Metropolitan Opera 
rescheduled a performance 
of Don Giovanni - under 
covers - to fffi the gap. But 
one ticket-holder was sot so 
sure. On calling up to check 
what was happening, he was 
told that Pavarotti was off and 

Don Giovanni on mctnafl 

Ts he as good as Pavarotti?", 
the caller snapped. 


FINANCIAL TIMES CONFERENCES 1991 

VENTURE FORUM EUROPE *91 
London -2-4 Odobcr 


This important Forum, co-sponsored by the Fnumci*! Tiroes and 
Venture Econo m ics, fangs together a distinguished of 
industry experts from Europe and North America to debate the 
opportunities and challenges facing ventiae capitalists in an ' 
evolving, international market. . Fonun sessions will focuslaa“ 
strategies for an increasingly competitive e n vi ro nme nt find : 
raising, deal structnres, managing and marketing die venture 
company, portfolio m a n age m ent and corporate venturin g 
programmes. 


FINANCIAL REPORTING IN THE UK 
London • 10 October 

The Accounting Standards Board recently unveiled its ayivtfl for 

reform and its plans to issue new edicts and proposals which will 

evenmally lead to an overhaul of company balance sheets and 
profit and loss accounts. This Financial Times conference wfil 
provide a practical independent forum to review drafts on the 
agenda for reform. 

Spate* taking part include; Ptofessor David Tweerfie, Chahman 
of the Accounting Standards Board; Mr Neville C Bain, Group 

Chief Executive. Coals Viydli Pic; Mr Nigel Stapleton. 
Chairman, Technical Commihee of the 100 Group Finance 
Directors; Mr David Nash , Group Finance Director, Grand • 
Metropolitan pic; Mr Graham Stacy, Director. Professional - 
Standards, Price Waterhouse; Mr Richard Hannah, Executive 
Director . UBS Phillips & Drew and Mr James Cart^. National 
Technical Partner, Robson Rhodra. 


WORLD ELECTRICITY 
London - 14 & 15 November 

T^ir 1 in arodsaion with Power m 

emtdhaon mndK.T.vicw <to.lap mTO .hr ^L nf 
contrasting markets and assess future fad sources. 


Power md Mr Mdwl CBE, Scoafch 


Energie; Mr Kurt Yeager, Electric Power 1 
Togo Mtwa, Tokyo Oer^hwerCwnpanylnc^Mr^^^^ 
^^uist, Statens Vattenfall; Dr Sydney Gate, Zimbabwe 
Heoncay Supply Authority; M. frerre Lederer.Efearibiiddh' 

France; Mr Peter Mdlbye, Statoil 1 

B HP Utah. 


All eoquina dwedd be addressed to: 

Tehst 27347 FTCONFG,Fax: 071-9252125 
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row over the price of 



?!? «3SrtfS?*N[ 

;:Tp“ v ^3iS55^ 

“ £3; .-p.;-~ 5lfc -‘4 

SSIS? 


; threatens to erupt into 
action this week unless 

can find a way to 

fcriugtarffis down 

fThfl dispute is also jeopardis- 
ing a»e goromnaii's aim of 
tntrodniaag -mote competition 
fntri the riecfricitv industry: K 
demonstrates the glaring need 
for a TteO-fonnnlated national, 
polfayln the UK foUow- 
tmuahre privatisation 
bs of the past six years. 

^mrt it' highlights the mHa il. 

ties of turning state-run 
..monopolies into fleet-footed 
private sector operators. 

Hie argument could enma to 
abend this week because Brit- 
_ feb Gas nQL probably be forced 
by the Office of Gas Supply, 

i toe ihdus&y n^ulatrar, to cut 
its pncea.to power generators. 
-Bat the problem has become so 
complex that legal action 
-seems increasingly likely as 
the only way out of a battle 
that could drag on for months. 
,■ When .British. Gas decided 
’ suddenly to raise its prices to 
power customers by 35 per cent 
in March after being deluged 
with demand for gas from com- 
panies planning to set Up gas- 
llred power stations, it set off a 
bitter debate. Gas is the fuel of 
choic e for new power genera- 
tion projects because it is 
cleaner and cheaper than cow l 
But in such a low-margin busi- 
ness as power generation, 
demand is extremely price-sen- 
sitive. 

Before British’ Gas raised its 
prices from 16p a therm to 22p 
a therm, it was freed with 
demand from 18 power projects 
for Eton therms of gas - equal 
to the size of the entire UK 
Industrial and commercial 
market “ft was a staggering 
amount,'* said Mr Colin Playle, 
director for gas marketing. 

The price rise was afawd at 
choking off demand: British 
Gas realised it coaid not possi- 
bly meet the power prefects’ 
needs at the same rime as con- 
tinuing to supply its 20m 
domestic customers. The rise 
also passed, cm to tire power 
generators the higher costs 
that British Gas had been pay- 
ing for Its own gas since 
November 1990. In act, British 
Gas accounts reveal the com- 
pany paid an average price of 
16.8p a therm last year - 
before the government's tax 
levy which poshed its average 
price up to l&2p. It was dearly 
unprofitable for British Gas to 
offer gas to power stations at 
lGp a therm. 

Although British Gas says 
Its market forecasts are very 
sophisticated, it frBed to antic- 
ipate the surge in demand from 
power customers. “We knew 
they were talking to other sup- 
pliers as well as to us,” said Mr 
Playle, “but we were never 
aware or understood that aU 


Price row leaves 
everybody fuming 

Deborah Hargreaves says British Gas could face 
legal action over higher charges for generators 



British Gas ' 

[costs 1991: 

P ,836m 



El, 403m / \njSBor 
Ofter /ri.103n N L ^^ Paviufl 
Depredation 

Operating profits 1991: ‘ 


£1 ,655m 


Dividends 


james McKinnon 




that demand would suddenly 
switch to us.” 

The demand stemmed pri- 
marily from an earlier rise in 
gas prices by North Sea oQ 
companies competing with 
British Gas. British power 
companies naturally gravitated 
towards British Gas in January 
and February, when its prod- 
uct was still cheaper. Because 
British Gas is forced by the 
government to signal its prices 
cm a series of schedules, it was 
unable to stagger the rise or 
camouflage it in any way. The 
increase caught the power gen- 
erators completely by surprise. 
In addition, they were unable 
to acquire gas from overseas 
because the government has so 

far not BUTirtinnftri any fm pq j- fa 

The utility's price move 
caused a furore in the gas mar- 
ket At least six power compa- 
nies -complained to Mr James 
McKinnon, the acerbic indus- 
try regulator who is director- 
general of Of gas. He inter- 
vened an behalf of two power- 
generating projects which he 
deemed closfet to com pleting a 
finance deal, and issued 
“enforcement orders” forcing 
British Gas to negotiate with 
thwm about supplying gas at 
the old price. 

Thames Power, a joint ven- 
ture between BICC, CU Power 
of Canada and Schroders, 
which has plans to build a sta- 
tion at Barking in east London, 


Profits passed (o reserves 

lnterast-& gearing adjustment 

and a Mobil -Eastern Electric- 
ity venture to build a station at 
Corytan in Essex have been in 
talks with British Gas since 
March. They accuse the utility 
of stalling in an effort to avoid 
reaching a price compromise. 
The talks have reached no con- 
clusion. 

Thames Power is now 
believed to have days rather 
than weeks in which to secure 
a power deal before its backers 
pull out of the £60Qm project. 


ROBERT EVANS 


The price Increase 
by British Gas In 
March canght the 
power generators by 
surprise 


In fret, BriKah Gas does not 
want to secure an agreement 
with just these two companies 
far fear it will anger other com- 
panies that were also in price 
talks before the increase. 
PowerGen, one of the two UK 
power generators, has said it 
will sue British Gas if the two 
companies get a better deal 
than others. At the same time. 
Moihfl, Eastern Electricity and 
Thames Power have aU issued 
write against British Gas and 
tiie utility has issued a writ 
against Ofgaa. 

In a new twist to the saga. 
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Former Midland chief denies any bad 
debt provisions on arms sales or 
links with intelligence services 


From Mr GW Taylor. 

Sir, The article which the 
Financial Times published an 
July 15, “Midland operated 
secret defence offshoot", con- 
cerning B adland Bank and its 
trade finance activities was a 
mixture of the true, but trivial, 
and the misinterpreted, with a 
lot of complete nonsense. 

1 note that Midland has 
already responded. Nonether 
Less, I remain concerned at the 
absurdly exaggerated and mis- 
leading impression which your 
article gives about the group at 
a time when I was chief execu- 
tive. I should remind you that I 
ceased to be group chief execu- 
tive of Midland in September 
1966 and retired and ceased to 
have any connection with the 
group in February 1987. This 
letter is written in my personal 
capacity. 

The main concern of your 
reporters in talking to me 
appears to have been to find 
out if I remembered the names 
of three or four people. That I 
should not recognise the 
names of three or four people 
who may have been employed 
as part-time advisers to one 
part of the group will be obvi- 
ous to those who understand 
how a very large multinational 
business works, ft I remember 


correctly, the group worldwide 
employed something like 80,000 
people at that time and as 
many as 1,000 people were 
employed fiiflrime within the 
Midland International Trade 
Services (MtTS) area. There 
were at least two layers of 
management between me as 
chief executive of the group 
and the head of MTTS. It is 
simple nonsense to conclude 
that, because I did not recog- 
nise three or four names of 
those who may have been 
part-time employees some 
seven or eight years ago, tins 
suggests, still less proves, a 
tack of management account- 
ability. 

I explained dearly to your 

reporters that the bad debt pro- 
visions created by MZTS in 2983 
hart no connection with any- 
thing that could be described 
as arms sales. The provisions 
were mainly the result of the 
export of trade and consume r 
goods such as household and 
automotive products from the 
US, the UK and Switzerland to 
a number of countries, particu- 
larly in Latin America which 
later experienced payment 
problems. 

ft is simply untrue to say 
that the loses in MTTS woe 
unknown to me and the senior 


wunyipBmant of tin* group OT 
that they were conce a led from 
shareholders. The difficulties 
in MTTS had already been men- 
tioned by me in the 1982 
annual repeats and elsewhere. 

Yon must surely agree that 
as a Mg British bank ft was 
natural for Midland to be 
engaged in fi nancing 1 exports. I 
am pleased you acknowledge 
that one major customer at 
least, when asked, said that it 
and other UK companies found 
the support received from Mid- 
land to nave been helpful. 

Finally, your absurdly exag- 
gerated suggestions of UnV* of 
some kind between the intelli- 
gence services and Midland 
over tiie last couple of de cades 
s ma ck more of ingenuity titan 
reality. I did not know at the 
time and 1 still do not know 
whether any of the people who 
worked for the group retained 
links of some kind with some 
part of the intelligence ser- 
vices. I hope they did not The 
point 1 b tha t, if they fod.it does 
not justify tiie gross exaggera- 
tions contained in your article. 
GW Taylor, 

The Mount, 

Parfsfield, 

Ooshott, 

Surrey KT2 GPW 


Role of IBM and others in the Merlin programme 


From AB Ctoaoer. 

Sir, Your article “Helicopter 
contract lobbying stepped up” 
(July 16) on the Ministry of 
Defence's competition to find a 
prime contractor for the Merlin 
programme contains several 
statements which might mis- 
lead your readers. 

The article Implies that the 
company chosen as tiie prime 
contractor will assume respon- 
sibility for worldwide market- 
ing. This is not true. The 
EHlOl is developed a nd ma r- 
keted by EH Industries (EHI). a 
co mpany jointly owned by 
Westland and Agusta. It is for 
EHI to mark et the EHlOl not, 
as is suggested, for IBM, Brit- 
ish Aerospace or GEC. 

The article also speculates 
that the US government might 
seek to place restrictions on 
UK export sales because of 
prior US government tending 
of certain IBM software. The 
fret Is that Merlin will use 


advanced software which is 
already under development in 
the UK. It is specific to Merlin 
«mi does not rely an any exist- 
ing IBM software. 

As regards job prospects, the 
IBM proposal places well over 
98 per cent of the business in 
the UK. There is essentially no 
US export co n te n t It is envis- 
aged that an the existing sub- 
contractors (including GEC- 
Avionics, GEC-Sensors, GEC- 
Ferranti and Racal) will be 
retained. The net effect would 
be an increased workload for 
Westland’s skilled engineering 
staff and the t ra nsfer to nK 


In conclusion, I would point 
out that IBM was invited to 
pa r ticipate in the competition 
because of our proven exper- 
tise as demonstrated by our 
successful delivery of the US 
Navy’s anti-submarine warfare 
helicopter an time, to price and 
to specification. We are com- 


mitted to do the same for the 
Royal Navy. 

AB Cleaver, 

chairman amt chief executive, 
IBM (USX 

Portsmouth, Hampshire 


An insurance 
opportunity 

From RM Bale. 

Sir, Perhaps there will now 
be a market for the insurance 
of one’s bank deposits. This 
would have two advantages: 

L The depositor would sleep at 
nights; 

2. Such an insurer would be 
motivated to do a better job of 
close contact regulati on than 
appears to have been the case 
in the sad BCCI saga. 

RM Bale, 

Roque Berg, 

St Clement. Jersey 


A subsidy to 
stop the rot 

From Mr Geoff Beacon. 

Sir, hi your July 19 leader 
you commented on the prob- 
lems of long-t erm unemploy- 
ment in Europe. 

For many years 1 have been 
advocating the use of large, 
long-tann labour subsidies for 
those whom unemployment 
affects most - the lower paid. 
Based on calcu lati ons from a 
simple mathematical model of 
(he economy, I have suggested 
faring tiie employment of capi- 
tal and higher paid labour to 
finance these subsidies. 

Europe seems quite happy to 
continue large-scale support 
for food production by means 
of an Intervention price mecha- 
nism that takes lower value 
produce off the market This, 
at least, has the possible bene- 
fit of creating a store for possi- 
ble fut ure lean years. In the 
labour market, however, the 
intervention price - the dole 
- takes labour off the market 
to let it rot and fester. 
Wouldn’t a subsidy be so much 
better? 

Geoff Beacon, 

36 Belle Vue Street, 

York YOl SAY 


More inventive 

FmmASLOwensmOh. 

Sr, In your article, “Call For 
Technology Transfer ” (July 
15X the DTI is said to have 
estimated that about 30 per 
cent of the world’s innovations 
come from Japan. It would be 
Interesting to know how it 
ar rived at such a conclusion, 
bearing in mind that - accord- 
ing to Japan's own Department 
of Information and Technology 
- of afl the store worthwhile 
inventions since the Second 
World War, 52 per cent have 
been British, 22 per emit Amer- 
ican and 6 per cent Japanese. I 
suggest the DTI spend more 
time promoting British tech- 
nology in order to provide 
some inward cash-now as 
opposed to outward, as in the 
article referred to. However, I 
would not disagree with the 
implication that British compa- 
nies in need of technology are 

Htnlrt 

ASL O wn smith, 

87 Burgh Heath Road, 

Epsom, Surrey 

Fax service 

LETTERS o*y ba fftKed on Q7VS73 SBS. 
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market, and recently revealed 
plans to build a l£00 Megawatt 
gas-fired station at Avonmouth 
near Bristol in conjunction 
with. Mirfinwrin Electricity . Sim- 
ilarly, National Power wants to 
get into gas exploration and 
production. It was awarded 
two exploration blocks as part 
of a group of companies in the 
most recent North Sea licen- 
sing round. Some independents 
paint to these respective ambi- 
tions as evidence of a growing 
strategic relationship between 
British Gas and National 
Power. 

The Office of Electricity Reg- 
ulation is now believed to be 
looking into the entire power 
" lg issue with a view to 


National Power, the other UK 
generator, said recently it was 
aftfliring a judicial review of the 
regulator's actions. Of gas 
should not have limited its 
enforcement orders to just two 
companies, National Power 
argues. “We believe we have a 
better claim and others have 
comparable if not better 
claims,” says Mr Colin Web- 
ster, wMwmflrHai director. 

National Power’s move 
seemed ironic to the other 
independent power companies 
because they largely blame the 
generator for British Gas’s 
price rise in the first place. 
National Power's conclusion of 
a deal in February to take 
120m cubic feet of gas a day for 
15 years for its Didcot power 
station was widely seen as pre- 
cipitating the price rise 
because it tied up such a huge 
amount of gas. National Power 
says ft wanted even more gas: 
ft was reedy to sign for the 
same amount again when it 
was hit with the price rise. 

indqwnrtawts see the 
i m i-ra nt dispute as the symbol 
of a deeper conspiracy. They 
believe tha t a cosy relationship 
exists between British Gas and 
National Power to force inde- 
pendent generating companies 
oat of the market - a charge 
that Is hotly tfeniert by both. 

Nevertheless, British Gas 
does have its own amhitinna to 
enter the power generation 


ug whether the large 
generating companies are 
abusing their huge market 
dout 

British Gas Is trying to find 
a way out of the twp« without 
recourse to the courts. Ofgas 
says it is pushing the utility to 
behave in a more 
tel way. Mr McKi 
there is more gas available in 
the market than British Gas 
has so far admi tted. 

Indeed, British Gas is not 
sore that it wants to supply 
the power generators at all 
“British Gas did have to give 
very careful consideration 
before entering this market," 
Mr Playle said. “This is a high 
volume, inflexible business 
because it ties up gas for 15 
years ... so British Gas did not 
initially see itself as a major 
supplier in this market” 

However, Ofgas points to the 
British Gas statute that 
-requires ft to respond to any 
reasonable request for gas as 

long as this is wnnnmic If 

Ofgas does force British Gas to 
lower Us prices, ft will have to 
do so In a way that does not 
reopen the floodgates to huge 
demand and yet ensures that 
prices remain high enough to 
generate profits. This fi™» cal- 
culation is cansing much 
an gninh at the Utility. 

What the dispute certainly 
highlights is the government's 


of a clear energy strategy 
now that most main energy 
suppliers are in the private sec- 
tor. Mr John Wakeham, energy 
secretary, has exerted pressure 
hefrtofl the scenes for compa- 
nies to continue negotiating 
rather than namirttri g to litiga- 
tion. But while the government 
is eager to see new generators 
competing in the electricity 
market, it seems reluctant to 
sanction gas imports from Nor- 
way which would enable them 
to do so. 

ft the row over gas prices 
degenerates into a complex 
round of lawsuits, it could 
have the important effect of 
pushing the government to 
reconsider its laissez-faire 
approach to energy. 


Samuel Brittan 


Liberalism from 
first principles 



In the 1988 
presidential 
election, 
George Bush 
made head- 
way against 
his Demo- 
cratic oppo- 
nent by tar- 
ring him with the “1” word, 
liberal. By this he meant that 
he was looking for ways of 
increasing government control 
over matters which should be 
left to private citizens. 

In Europe, by contrast, liber- 
alism, although often used in 
many conflicting senses, still 
retains a shade of its classical 
sense of a doctrine about per- 
sonal freedom, which is partic- 
ularly relevant to countries 
pmerytngr from centrally-regu- 
lated dictatorships. Democracy 
in the sense of majority voting 
Is merely a convenient decision 
role, which unless part of a 
wider system of conventions 
and constraints, can itself be 
highly coercive. 

It Is therefore well worth 
studying a new attempt by Mr 
Anthony de Jasay to restate 
the principles of liberalism. 1 
De Jasay is dissatisfied with 
most modern attempts because 
they are too loose. Classical 
statements take the form that 
freedom is to be constrained 
only to protect the interest of 
others. But the nature of this 
qualifier is highly subjective; 
and even a strong anti-inter- 
ventionist like Friedrich von 
Hayek finds it difficult to 
devise criteria which would 
rale out a Swedish-type welfare 
state in which 70 per cent of 
gross national product passes 
through government hawfe 
One writer, John Gray, freed 
with such difficulties, has 

Hhwnrtffnft d 1fhp>-fl1i<rm in frVOUT 

of a non-do ctrinal conserva- 
tism which he hopes will sup- 
port, not freedom in the 
abstract, bat particular free- 
doms, e^. from arbitrary arrest 
or from press censorship. 2 But 
this is to throw in the towel hi 
my own book 3 , 1 maintain that 
it is possible to state some pre- 
sumptions, such as non-pater- 
nalism, general rules, market 
remedies and a limited politi- 
cal sphere, which, aHhoug h no 
fool-proof guide, are a good 
deal better than pretending to 
judge issue on its merits. 


Mr de Jasay, however, 
makes a brave attempt to pres- 
ent liberalism as a rigorous set 
of fle dueflnnq from principles 
which are either self-evident, 
Indisputable or at least mwici* a 
strong appeal to intuition. He 
tries to get round the point 
that most liberals value not 
only freedom but other goals, 
such as peace and prosperity, 
by switching the emphasis 
from freedom to individual 
choice, which can comprise tiie 
latter. He has six principles; 
the first three he calls “axioms 
of choice”, the final three “pre- 
cepts of social co-existence”. 

L Individualism. Only indi- 
viduals can choose. 

2. Politics. They can choose 
for themselves, for others, or 
both. 

8. Non-domination. “The 
point of choosing is to take the 
preferred alternative.” 

4. Contract. Promises shall be 
kept 

5. Priority . “First come, first 
served.” 

Democracy meaning 
majority voting Is 
just a convenient 
decision rale which 
can be coercive 


6. Exclusion. All property is 
private. 

By the first axiom he means 
roughly what Mrs Thatcher 
moMit in fa ying that th er e is 
no such thing as society, only 
individuals their families. 
There is nothing selfish or 
small-minded in basing politics 
on tiie choices of individual 
people, who alone can sym- 
pathise with, and help other 
individual people. Where Mrs 
Thatcher’s vision fell short was 
that she did not see that if 
there was no society, there was 
no country or nation - notions 
to which she is so attached. 

The second principle is a 
concession to the occasional 
need for collective coercion, 
which, unless it can be limited, 
torpedoes the other principles. 
The author has in previous 
works argued that many activi- 
ties which most economists 
have considered to be public 
can be provided on a voluntary 


or market basis. 

I suspect that the biggest 
weakness is in the fifth princi- 
ple. This is meant to overcome 
the tong-standing weakness of 
liberalism: the absence of a 
theory of just property rights. 
Zt is indeed more realistic than 
John Locke’s theory about 
property being derived from 
labour or Robert Nozick's 
unexplained concept of just 
acquisition; and it sounds very 
robust when illustrated by the 
example of a 10-pound note 
belonging to the first person 
who picks It up. But it 
amounts to justifying any dis- 
tribution of wealth which hap- 
pens to exist, ft is not appeal- 
ing enough to provide the bar 
to collective redistribution 
which the author would like. 

ft is in the «»nri to 

judge the fruitfulness of these 
principles until their implica- 
tions for particular instances 
have been elaborated. Nothing 
would do tiie author a greater 

injustice than to riahn — as 
some Institute of Economic 
Affair s readers might - to 
accept his principles and then 
itioMws mundane iasnaa such 
as Industrial training or trade 
policies in a way which com- 
pletely floats them. 

Although 1 have learned a 
lot from de Jasay, I doubt 
whether an axiomatic 
approach to liberalism, or 
political theory in general will 
work. If I wanted to explain the 
characteristic virtues of liberal- 
ism to someone in eastern 
Europe or from a t-atfa coun- 
try I would suggest yet another 
new book 4 by the Brazilian JG 
Merquior. This last author 
takes an avowedly historical 
approach, and sees as the com- 
mon feature amnng many dif- 
ferent liberal thinkers the rec- 
ognition of the rights granted 
by majorities to minorities. 
The statement may not be rig- 
orous. but ft takes in an awful 
lot Liberals are not so thick on 
the ground that they can afford 
to confine recognition to the 
hand (ft an elect 
1 Choice, Contrast, Consent, 
ISA. 1991 £8.95. 

3 A Conservative Disposition, 
Centre for Policy Studies, 1992. 

3 A Restatement of Economic 
Liberalism, Macmillan, 1988. 

* Liberalism dd and New, DK 
HaU, Philadelphia, 1991. 


TWS NOTICE DOES NOT CONSTITUTE AN OFFER FOR SALS AND 
THE LOAN DESORBED BELOW IS NOT AVAILABLE FOR PURCHASE 
DIRECT FROM DC BANK OF ENGLAND. OFFICIAL DEALINGS IN 
THE LOAN ON THE WTERNADONAL STOCK EXCHANGE ARE 
EXPECTED TO COMMENCE ON MOfOAY, 22 NO JULY 1991. 

' PARTICULARS OF AN ISSUE OF £1 ,000,000,000 
9 per cent CONVERSION LOAN, 201 j 

SCHEDULE OF PAYMENTS 

Amount paid on issue ' £30.00 per cent 

Amount payable on Monday, 19th August 1991 £30.00 percent 

Amoumpayeble on Monday 9th September 1991 £32.50 per cent 
INTEREST PAYABLE HALF-YEARLY ON 12TH JANUARY AND 
12TH JULY 

This Loan is an invastmemfaSing within Put Hof the First Schedule 
to the Trustee investments Act 1 961, subject as regards seasides 
payabto to b earer to the provisions of Section 7 of the Trustee Act 
192S. Application has been made to the Council of The 
International Stock Exchange tor the Loan to be admitted to the 
Official List. 

1. The whole of the above Loan has been issued to the Bank of 
England on 19th Jiiy 199T at a price of £92.50 per cent. Die 
amount paid on issue was £30.00 per cent, fee amount payable 
on 19th August 1991 wit be £30.00 per cent and the amount 
payable on 9th September 1991 wfl be £32.50 per cent. 

2. The principal of and interest on the Loan wfO be a charge on 
the National Loans Fund, with recourse to the Consolidated Fund 
of the United Kingdom. 

3. The Loan wW be repaid at par on 12th July 2011. 

4. The Loan wll be issued in the form of stock which wfll be 
registered at the Bank of En^and or at the Bank of Ireland, Belfast, 
and wffl ba transferable, in multiples of one penny by instrument In 
writing In accordance with the Stock. Transfer Act 1963. Stock 
registered at the Bank of Errand held for the account of members 
of The Central Gilts Office (CGO) Service will also be transferable, 
in multiples of one penny, by exempt transfer In accordance with foe 
Stock Transfer Act 1982 and the relevant subordinate legislation. 
Transfers wffl be free of stamp duty 

5. On or after 10th December 1991 stock may be exchanged Into 
bonds to bearer which vmH be aval labia in denominations of £100, 
£200, £500, £1.000. £5,000, £10.000 and £50.000. Bonds wffl 
be free of stamp duty 

6. Stock wB be interchangeable with bonds without payment of 
any fee. 

7. Interest wffl be payable hatf-yearty on 12th January and 12ih 
July. The fast interest payment will be made as on 12th January 
1992 at the rate of £3.6660 per £100 of the Loan. Warrants for 
interest on stock wffl be transmitted by post; iribome tax wiB be 
deducted from payments of more than £5 per annum. Interest on 
bonds to bearer, less income tax, wffl be paid by coupon. 

8. Stock and bonds of this issue end the interest payable thereon 
wfll be exempt from all United Kingdom taxation, present or future, 
so long as it is shown diet the stock or bonds are in the beneficial 
ownership of persons who are neither dorroclied nor ordinarily 
resident fai the United Kingdom of Great Briton and Northern Ireland. 

9. Further, rite interest payable on stock and bonds of this issue 
wffl be exempt from United Kingdom income tax, present or future, 
so long as it is shown that the stock or bonds are in the beneficial 
ownership of persons who we not ordknarify resident in the United 
Kingdom of Great Britain and Northern Ireland. 

10. For the purposes of the preceding paragraphs, persons are 
not onfirtarfly resident ki the United Kingdom if they are regarded 
as not onfinarfly resident for the purposes of United Kingdom 
income tax. 

11. Applications for exemptionfrom United Kingdom income tax 
should, in the case of interest on stock, be made In such form as 
may be reqiired by the Commissioners of Inland Revenue. Bearer 
bond coupons wfll be paid without deduction of United Kingdom 
income tax if accompanied by a deci m a ti on of ownership in such 
form as may be required by the Commissioners of Inland Revenue. 
The appropriate forms may be obtained from tin Inspector of 
Foreign Dividends. Intend Revenue. Lynwood Road. Thames Drtton, 
Surrey, KT7 OOP. 

12. These exemptions will not sntrtfe a person to dsim 

repayment of tax deducted from interest wtless the claim to such 
repayment Is made within the time limit provided for such claims 
under tacome tax law; under the provisions of the Taxes 
Management Act 1970. Section 43(1), no such claim wfflbe outside 
this time Bmitif it is made within six years from the date on which 
the interest Is payable. In adcStfon, these exemptions wffl not apply 
so as to the interest from any computation, for taxation 

purposes of the profits of any trade or business carried on h die 
United Kkigdom. Moreover, the allowance of the exemptions Is 
subject to me provisions of any law present or future, of the United 
Kingdom cfirecled to preventing avoidance of taxation by persons 
domrcSed. resident or ordtnanTy resident In the United Kingdom, 
and. in particular, the interest wffl not be exempt from income tax 


where, under any such provision, it fails to be treated for the 
purpose of the Income Tax Acts as income of any person resident 
or ordinarily resident in the United Kingdom. 

13. Until payment in full has been made and a completed 
registration form submitted to the Bank of England, the Loan {other 
than amounts held in the CGO Service for the account of members) 
wiO be represented by letters of aflotmem. 

14. Payment in fuD may be made at any time prior to 9th 
September 1991 but no discount wffl be allowed on such payment. 
Interest may be charged on a day-to-day basis on any overdue 
amount which may be accepted at a rate equal to the London 
Inter-Bank Offered Rata for seven day deposits in staffing (TJBOR"| 
plus 1 per cent per annum. Such rate wffl be determined by the 
Bank of England by reference to market quotations, on the due date 
for tiie relevant payment, for LIBOR obtained from such source or 
sources as the Bank of England shall consider appropriate. Default 
in due payment of any amount in respect of the Loan wfll render 
the allotment of such Loan liable to cancellation and any amount 
previously pad liable to forfeiture. 

15. Lenars of aflotmem may be spfit into denominations of 
multiples of £100 on written request to the Bank of England, New 
Issues. Southgate House. Southgate Street. Gloucester, GL1 WW 
received not later than 5th September 1991. Such requests must 
ba signed and must be accompanied by the letters of aflotmem (but 
a letter cannot be split if any payment Is overdue). 

16. Members of the CGO Service may street to the provisions 
governing membership of that Service, surrender a partly-paid 
tetter of aflotmem to the CGO for cancellation and for the amount 
of the Loan comprised therein to be erwfited to the member's 
account. The member who is shown by the accounts of the CGO 
as being entitled to any amount of the Loan shall, to the exclusion 
of aJJ persons previously entitled to such Loan and any person 
claiming any entitlement thereto, both be treated as entitled to such 
Loan as if that member were the holder of a letter of aUotmem and 
be liable for the payment of any amount due in respect of such 
Loan. A member wifl be entitled at any time prior to registration to 
withdrew in multiples of £100, amounts of the Loan credited to 
the member's account and to obtain a partly-paid letter of aflotmem 


CGO for cancelation as aforesaid. 

17. Letters of allotment must be surrendered for registration, 
accompanied by a completed registration form, when the final 
instalment is paid, unless payment in full has been made before the 
due date, in which case they must be surrendered for registration 
not later than 9th September 1991; registration of amounts of tiie 
Loan held for the account of members of tiie CGO Service win be 
affected under separate arrangements. 

18. Until the dose of business on 10th December 1991, stock 
issued in accordance with this notice will be known as 9 per com 
Conversion Loan, 201 1 'A'. The interest due as on 12th January 
1992 will be paid separately on holdings of the existing 9 per cent 
Conversion Loan, 201 1 and on holdings of 'A' stock registered 
at the close of business on 10th December 1991; consequently 
interest mandates, authorities for income tax exemption and other 
notif i cations recorded in respect of holdings of existing stock wffl 
not be appfied to the payment of interest due as on 12 th January 
1992 on holdings of 'A' stock. 

19. Transfers of 9 per cem Conversion Loan, 201 1 "A” may be 
lodged at the Bank or England for registration in that form up to 6th 
December 1991. After that date, for purposes of certification, the 
“A" stock wffl not be distinguished from the existing 9 per cem 
Conversion Loan, 201 1. From the opening of business on 1 1th 
December 1991 ,the “A" stock will be amalgamated on the register 
with the existing stock. CGO account balances wffl have been 
amalgamated from the opening of business on 9th December 1 99 1 . 

20. Copies of this notice may be obtained by post from the 
Bank of England. New issues, Southgate House, Southgate Street, 
Gloucester, GL1 1UW; at the Central Gilts Office, Bank of England, 
1 Benk Biddings, Princes Street, London, EC2R 8EU or at any of 
the Branches or Agencies of the Bank of England; at the Bank of 
Ireland, Moyne Bufcfings, 1st Floor, 20 Callender Street. Belfast. 
BT1 5 BN; or at any office of The International Stock Exchange in 
tiie United Kingdom. 

Government Statement 

Attention is drawn to the statement issued by Her Majesty’s 
Treasury on 29th May 1 985 which explained that, in the interest of 
the orderly conduct of fiscal po&cy neither Her Majesty's 
Government nor the Bank of England or their respective servants 

or agents undertake to disclose tax changes decided on but not yet 

announced, even where they may specifically affect the terms on 
which, or the comStions under which, this Loan Is issued or sold 

by or on behalf of the Government orthe Bank; that no responsibifity 

can therefore be accepted for any omission to make such 
disclosure; and that such omission shafl neither render any 
transaction Sable to be set aside nor give rise to any claim for 
compensation. 

BANK OF ENGLAffi) 

LONDON 

19th July 1991 
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Moves to fend off Japanese will leave thousands unemployed 

EC car chief warns 


of huge job losses 


By John Griffiths 


THE EUROPEAN Community 
is facing the loss of “several 
hundred thousand" jobs 
through European motor 
industry restructuring to tend 
off the Japanese, according to 
Mr Raymond Levy, president 
of the European car industry 
lobby group Acea and chair- 
man of Renault, the French 
state-owned car company. 

While the industry has 
warned in the past of “tens of 
thousands" of job losses, this is 
the first time the full scale of 
feared redundancies has been 
highlighted by the Acea. 

Mr Levy’s warning was cou- 
pled with an indirect indica- 
tion that France may not toler- 
ate a car market share for the 
Japanese of more than 4-5 per 
cent during a seven-year tran- 
sitional period towards a fully 
open EC market In 1999, even 
including vehicles from Japa- 
nese “t ransplan ts” inside the 
EC, notably in the UK and 
Spain. 

His remarks are timed to 
influence the final stages of 
negotiations between the EC 
and Japan on the post-1992 
regime for Japanese vehicle 
sales in the EC. These are 
expected to take place over the 
next few weeks. 

Hopes that the transitional 
arrangements might have been 
agreed in time for them to be 


embraced by the weekend’s 
joint E C-Japan declaration, 
pledging to place relations on a 
more elevated level, have gone 
unrealised as a result of con- 
tinuing dissension on the issue 
among EC partners. 

In warning on the scale of 
job losses, Mr Levy insisted the 
Acea had been “misunder- 
stood” about recent reports 
that the industry was seeking 
subsidies for restructuring. "I 
did not say the companies 
should be subsidised to facili- 
tate restructuring. What 1 did 
say was that the industry 
needs restructuring and that 
fhic in pm ng employment prob- 
lems, and that these should be 
taken care of by government or 
EC measures.” 

The Acea which, says Mr 
Levy, fully accepts that the EC 
market should he open to 
unrestricted Japanese competi- 
tion after 1999, is preparing a 
report for the EC Commission 
giving firm estimates of job 
cuts facing the industry. This 
is due to be delivered in about 
two months. 

Ironically, the stress the 
Acea is putting on the social 
burden of restructuring in the 
industry, while contrasting it 
with the perceived lack of such 
burdens in the Japanese indus- 
try, has been highlighted by an 
outburst by Mrs Edith Cresson, 


France's prime minister, 
describing the Japanese as 
“ants” living in inhuman con- 
ditions. 

According to the Commis- 
sion's recently agreed bargain- 
ing position with Tokyo, Japa- 
nese cars would be allowed up 
to 15 per cent of the overall EC 
market after the disappearance 
of national curbs from 1993. 
They would then have free 
access from 1998 or 1999. 

However, says Mr Levy, each 
national market should have 
transitional limits. “Each 
should be limited to what It 
can swallow safely.” 

The Commission is still 
assessing this issue, with little 
outward sympathy for the 
Acea. However, Mr Levy 
insists, “sales penetration in 
Italy and France has to be 
established in relation to what 
it is now [less than 3 per cent 
of new car sales are imports 
from Japan]. If we have in 
eight years the situation where 
Japan has 10 per cent of the 
market - that is too much. We 
would find 4-5 per cent more 
acceptable". 

Mr Levy acknowledges that 
such a stance puts Acea man- 
ufacturers on a potential colli- 
sion course with the UK. 

Mr Peter Lilley, UK industry 
secretary, concluded a meeting 
with Mr Frans Andriessen, EC 



Raymond Levy: industry needs re st r u c t u ri ng 


external relations commis- 
sioner, at the end of last week, 
claiming the UK now has the 
support of all three commis- 
sioners involved in the dispute 

- the others are Sir Leon Brit- 

tan ati ri Mr Martin Rang a mann 

- for ensuring the transitional 
arrangements provide for 
unrestricted access of UK-built 
Japanese cars to all EC mar- 
kets. 

However, the Acea and Mr 
Levy wants them included in 

the Overall traiurifinnal Hrtrits 


UN to debate lifting Iraqi oil sales embargo 


By Lionel Barber in Washington 


SENIOR UN representatives 
are due to meet today to dis- 
cuss whether the embargo on 
Iraqi oil sales should be 
suspended temporarily to 
enable the country to finance 
food and medicine imports. 

The UN sanctions committee 
is under some pressure to offer 
a measure of humanitarian 
relief to the Iraqi people, who 
have endured a trade embargo 
for almost 12 months since the 
invasion of Kuwait. 

But the proceeds from any 
oil sales, which will be under 
UN control, will also be used to 
bolster UN efforts to track 
down Iraq’s nuclear fecOities 
and strengthen the UN pres- 
ence watching over Kurdish 
refugees in northern Iraq, UN 
officials said. 

This week, the committee 


wants to reach agreement on a 
formula known as “100 per 
cent capture”, under which the 
UN would have total control 
over the proceeds of the glbn 
oil sale. 

Since the end of the Gulf 
war, Iraq has repeatedly 
pressed the sanctions commit- 
tee for permission to sell glbn 
of ofl. 

Led by hardliners such as 
the US and Britain, the com- 
mittee has resisted on the 
grounds that President Saddam 
Hussein could divert the 
money for his own use. 

The latest skirmishes 
between the Iraqi army and 
Kurdish rebels have cast a 
shadow over the debate, but 
the Bush administration has 
avoided any suggestion that it 
intends to take military action 


in response to Iraq’s move. 

US officials note that last 
week’s clashes near Erbil and 
Sulaimaniya took place outside 
tile security zone for the 
Kurds, and did not involve the 
use of fixed wing Iraqi aircraft 
or helicopters in direct viola- 
tion of the UN ceasefire terms. 
Reports of casualties vary, 
though more than 100 people 
may have been killed or 
wounded. 

The US, Britain, and France, 
all members of the UN Secu- 
rity Council, appear united in 
seeking to maximise pressure 
on Mr Saddam by enforcing the 
UN ceasefire terms to the letter 
- to the point where he 
appears weak in the eyes of bis 
own military and people. 

A fourth UN inspection team 
is scheduled to leave for Iraq 


this week to examine further 
suspected nuclear sites and 
demand a full accounting of 
Iraq's chemical, biological and 
unconventional weapons pro- 
gramme. 

UN officials are preparing a 
fresh Security Council resolu- 
tion to incorporate the Interna- 
tional Atomic Energy Agency's 
formal condemnation of Iraq 
for violating its agreement to 
submit all its nuclear research 
facilities to international 
inspection. 

Last week's IAEA action 
marked the first time a comi- 
try party to the Non-Prolifera- 
tion Treaty had been cited for 
concealing efforts to develop 
nuclear weapons. 

Washington remains deeply 
sceptical of Iraq's pledges to 
comply with the UN - a mood 


reinforced by Iraq’s confirma- 
tion that it sent troops to the 
southern marshlands. 

The confirmation was cou- 
pled with a denial that it 
intended to attack Shin Mos- 
lem refugees. 

The Iraqi statement 
appeared in a letter to Prince 
Sadruddin Aga Khan, the spe- 
cial UN envoy in the Gulf. 

Prince Sadruddin was ini- 
tially denied access to the 
southern mars h lands while 
Iraqi forces were reportedly 
withdrawn. 

Several days later, UN repre- 
sentatives were asked to leave. 
This contravened UN resolu- 
tions and interfered with UN 
relief efforts, Mr John Bolton, 
assistant secretary for Interna- 
tional organisation affairs, t ol d 
Congress last week. 


UN says companies fuel world growth 


By William DulHorce in Geneva 


MULTINATIONAL companies’ 
foreign investments have been 
growing three times faster 
than world trade since 1983 
and promise to be the crucial 
factor fuelling world economic 
growth in the 1990s, according 
to a study by the United 
Nations Centre on Transna- 
tional Corporations (CTO. 

The study, the first to inves- 
tigate the investment relation- 
ships of the US, the European 
Community and Japan with 
each other and with the rest of 
the world, tracks the phenome- 
nal growth of foreign direct 
investment during the 1980s. 
Its findings have important 
implications for national and 
international policymaking, 
because they adds weight to 
the proposition that the world 
is splitting into three powerful 
investment and trading blocs. 


One implication is that inter- 
national transactions are 
becoming increasingly domi- 
nated by transnational corpo- 
rations. Patterns of trade, 
financial flows and technology 
transfer are converging on the 
pattern of foreign direct invest- 
ment, making corporate invest- 
ment a principal force in struc- 
turing the world economy, Mr 
Peter Hansen, CTC executive 
director, said. 

Outflows of foreign direct 
investment grew by 28.9 per 
cent a year between 1983 and 
1989, culminating in transfers 
of $196bn in 1989, when the 
global stock of foreign Invest- 
ment reached $l,500bn. Over 
the same period exports 
increased by only 9.4 per cent a 
year while world gross domes- 
tic product averaged annnal 
growth of 7.8 per cent 


CTC charts a remarkable 
acceleration In the second half 
of the decade when foreign 
investments by EC, US and 
Japanese companies averaged 
$105bn a year compared with 
an annual average of 544b n 
between 1980 and 1984. The 
1985-89 figure excludes cross- 
border Investments of |20bn a 
year among EC member states. 

Japan's performance stands 
out Its companies increased 
their foreign investments six- 
fold during the 1980s and are 
already spending more than US 
concerns. In two years between 
March, 1988 and March, 1990 
Japanese investment flows to 
the EC were 13 per emit higher 
than their total transfers over 
the previous 36 years com- 
bined; to the US they were 8 
per cent higher. 

The global stock of Japanese 


investments could surpass that 
of the US in five to 10 years, 
CTC estimates. EC companies 
have already caught up with 
the Americans. The US role 
has changed dramatically; it is 
now the biggest recipient of 
foreign direct investment, 
absorbing nearly half of inter- 
national investment annually 
since 1983. 

Multinationals' investments 
are concentrated within the big 
triad - US, EC, Japan - 
which accounted for more than 
80 per cent of the capital flows 
during the 1980s. 

The share of total invest- 
ments going to developing 
countries tumbled from 25 per 
cent in the first half of the 
1980s to 18 per cent in the sec- 
ond half. Moreover, the Third 
World share was concentrated 
in 10 countries. 


Major 
pressed to 
testify 


Yeltsin bans 
cells 


Cautious hope on UK economy 


By Alan Pike in London 


Continued from Page l 


in Leningrad, have set up a 
neo-Bolshevik platform which 
is determined to rejuvenate the 
party along Stalinist lines. 

At the other end of the spec- 
trum, Mr Alexander Rutskoi, 
the Russian vice-president, has 
already decided to create a new 
breakaway party called Demo- 
cratic Communists of Russia 
next month. 

This will apparently affiliate 
itself to the Democratic Reform 

Movement 

The I6£m strong Communist 
party lost 2.4m members last 
year - a vivid illustration of 
its loss of popularity. 

A split has threatened for 
some years, but has so far 
failed to materialise. 


FLICKERING SIGNS that the 
rate of decline in the recession- 
hit UK economy may be slow- 
ing appear in two surveys pub- 
lished today. 

A survey by the Confedera- 
tion of British Industry and the 
Financial Times of the distrib- 
utive trades shows that there 
was no further worsening in 
retail sales volumes between 
May and June, white wholesale 
trade last month fell at Its 
slowest rate this year. 

A separate survey, by the 
London Chamber of Com- 
merce, points to the first slow- 
ing of economic decline in the 
capital’s service sector since 
recession became apparent in 
mid-1990. 

Both surveys show that 
industry expects difficult con- 
ditions to continue for some 


time, and the London chamber 
and the CBI interpreted the 
results with caution. Ms Jacqul 
Ginnane, the London cham- 
ber’s chief economist, said its 
survey finding s were the first 
tentative indications that the 
recession was starting to bot- 
tom out “This will not have a 
significant impact on employ- 
ment growth in the capital 
nntil 1992." 

Mr Nigel Whittaker, chair- 
man of the CBFs distributive 
trades panel, said that with 
unemployment still rising 
sharply it “could well be some 
time before consumer confi- 
dence is restored" in spite of 
recent interest rate cuts. 

the CBI survey shows that 
retailers expect a moderate 
pick-up in sales this month — 
but it also points oat that 


growth in sales, anticipated 
since Match, had not been ful- 
filled. This had made retailers 
“significantly less optimistic 
about the extent of the forth- 
coming improvement." The 
unfulfilled expectations had 
led to a further build-up In 
stocks, which were already 
well above expected sales. 

Sales volumes in wholesal- 
ing fell again in June but at 
the slowest rate since the end 
of last year. But sales this 
month are expected to remain 
well below the levels of a year 
ago. 

The London chamber’s evi- 
dence of some slowing in 
decline in the service sector 
does not extend to the capital's 
manufacturing companies, 
however. 


Continued from Page 1 

ence would be and when it 
would begin and conclude its 
work. 

He said the investigation 
s ho u ld be public with minis- 
ters’ actions at every stage 
being fully e x plained. 

“If the government faite to 
do this it will only fuel the 
suspicion that the inquiry was 
set up not to get to the bottom 
of the scandal but to deflect 
attention from the increasing 
embarrassment it was causing 
to ministers,” Mr Hattersley 
said. 

It was “Intolerable", he 

arlf|pH 1 that off! trials had been 
blamed for mistakes in what 
was a clear effort to get minis- 
ters “off the hook.” 

Today the government will 
again come under pressure 
because time has been allo- 
cated in the House of Com- 
mons to debate to the BCQ 
case. Mr Keith Vaz, the Labour 
MP heading the all-party 
depositors' support committee, 
will argue that Mr Major must 
have been aware of allegations 
of a BCCI link to terrorists 
through his position as head of 
B ritain 's security services. 

Tomorrow, Mr Robin Leigh- 
Pemberton, the governor of the 
Bank of England, will face 
tough questioning from the 
powerful all-party Treasury 
and Civil Service Committee as 
to why action was not taken on 
the BCCI earlier. 

Treasury officials have been 
working through the weekend 
to prepare the terms of an 
inquiry ami to seek s suitable 
chairman. Labour is arguing 
that whoever is chosen must 
be fully independent of the 
government and the City of 
London. 


WORLDWIDE WEATHER 


■c T 


18 88 

Ca 

a 73 

Ci 

SB 8* 

a 

27 81 

Co 

U 84 

Co 

3 88 

Co 

2 1 81 

Do 


An 

Bootses 

MU 

6m 

flMht 

Ghnov 

HoMrH 

Haig Kwo 

knbrui 

tartmea 

■C T 

5 23 73 

8 32 80 

C Q 72 

6 26 82 

S 28 82 

F M 64 

F 18 84 

F 30 88 

F 24 78 

F IS B 




■c r 

f an 

C h sr 

H 34 7B 

S 31 ■ 

F » W 

ran 
S n a 


Inside information 


for outsiders 


on Japanese penetration. 

Mr Levy Insists “we recog- 
nise that Japanese manufactur- 
ers should have the freedom to 
set up transplants. But they 
know that we won't accept tar- 
geting. And if Mr IiOey means 
that he wants such companies 
of Japanese origin to target the 
French or Italian market to the 
extent that they want to dis- 
rupt it. then there is a big 
problem. . . British interests are 
not the only ones to be taken 
into account'’ 


Are we making too much of 
the BCCI affair? Yes, Fm afraid 
so. It's all too tempting. The 
details which are being leaked 
are juicy. Commentators can 
Indulge In an orgy of hind- 
sight But outsiders have a dif- 
ferent point of view. Most of 
them have never heard of 
BCCI; so far, they have noticed 
only a lot of arcane noise, and 
a distinctly nasty smelL They 
are puzzled, and probably 
rather bored; bat the bad news 
for the City, as the Lord Mayor 
has pointed out, is that the 
smell is going to get thicker 
and nastier. 

Even if the official inquiry 
clears everyone concerned in 
the actual h ank shutdown, 
there will no doubt be litiga- 
tion to follow; and even If this 
causes no casualties, questions 
will remain about the City’s 
relation to Us clients. 

Take, for a start, the matter 
of information. As every televi- 
sion viewer has heard by now, 
“everyone” in the City has 
known for years that there was 
something fishy about BCCL 
But how about those outside 
the City? (There are in fact 
ways of finding out, as we will 
see; but that too is the kind of 
thing that outsiders don’t 
know.) Why did the Bank of 
England “authorise" a bank it 
was actively investigating? 
(There are reasons, but they 
are far too tpriiwicai for the 
innocent to understand.) 

And if It is conceded that 
much City information really 
is too specialist for the layman, 
what about those who placed 
their funds through money 
brokers, who are insiders by . 
any definition? Why weren’t 
they warned, as those who 
invested in US junk bonds 
were? (The brokers seem to 
imagine at the moment that if 
they keep quiet enough, every- 
one wifi forget about them. No 
such luck.) The only dear gen- 
eral impression is that the pro- 
tection provided for investors 
and depositors is inadequate or 
worse. 

The truth does not remove 
this suspicion. When I have 
explained to puzzled friends 
that, yes, they are protected as 
to 70 par cent of their deposits, 
up to £20,000, but on their own 
after that, they are simply hor- 
rified. 

If you tell them that to give 
tfegm more prbfectitm ■ VfouM 
Inlflve una^eptabfo" 
hazard”, they simply get angry 
as well as frightened. 

They are frightened, and this 
could easily spread beyond the 
foreign banks and small banks 
which are already losing depos- 
its. Some friends have asked 
me whether they are safe in 

large Clearing hunks agd btdld- 



By Anthony Harris 


ing societies. If yon explain 
that they are, because of sys- 
temic risk, you have a lot of 
subsequent explaining to do. 
Once they grasp the idea of 
“too big to fail", they simply 
suspect that the City’s supervi- 
sors and self-regulators look 
after themselves and the sys- 
tem carefully, but only acci- 
dentally look after their cus- 
tomers. 

Removing these fears will 
involve wnirh more than clear- 
ing np the BCCI mess. The 
whole thinking behind the 
financial reforms of the last 


Deposit Insurance Corporation 
(so formidable that lie has 
resisted White House attempt 
to replace him for years). 

Credit rating is already 
available on this side of the 
ocean, but with three severe 
handicap s. Its comage is very 
patchy, it is expensive if yon 
want more than the bare AAA 
(or forbidding BCC); and few 
people seem to know that it 
exists. For their information, 
the main American rating 
agencies make their lists avail- 
able free, though there Is a 
charge for detailed reports; and 
our own newsletter division 
publishes, at quite a substan- 
tial price, a list of all the main 
ratings, world- wide- 

The coverage in Europe will 
become adequate just as soon 
as the European market 
authorities follow the US 
example, and demand it for the 
commercial paper and “invest- 
ment grade” bond markets. 
This will also have the useful 
result of cutting the cost to 
information users. European 
companies will pay to- have 
tbemselvesorated, a&US compa- 
nies ■ *asd?Eurt>pean> compa- 
nies wishing to tap the US 
markets - already do. 

These companies are the 
beginning of a self-selected 
elite of banks and public corpo- 
rations. It should grow; open 
markets are desirable, but 
nobody said they had to be 
classless. 


The “transparency” 
so prized by 
. regulators and 
.commentators is not 
much use if it looks 
to the innocent like 
a ball of minors 


few years, which was supposed 
to open the markets, needs to 
he reviewed. The structure of 
banking supervision seems at 
the moment to be composed 
largely of loopholes. And we 
need to look at all the markets 
through the eyes of the inno- 
cent. The “transparency” so 
prized by regulators and com- 
mentators is not much use if it 
looks to the innocent like a 
ban of mirrors. Professional 
advisers don’t look much help, 
either. 

Lay investors and depositors 
need boundafieflj or at least 
signposts. And they need infor- 
mation which doesTsotneed to 
^translated hjfl^pPSkiiSonal 
The old boundaries, - which 
defined trustee securities 
rather restrictively, and until 
recently limited the right to 
call yourself a bank, lessened 
the need for information, but 
they can hardly be restored in 
a single European market with 
no exchange controls. How- 


One of the greatest 


DESIGNS OF THE 


CENTURY 


Twenty years ago, Audemars Piguet created a watch 
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ever, the US has managed to 
provide two very reassuring 
safeguards in a genuinely free 
market- effective deposit insur- 
ance and simple, reliable credit 
ratings which are in the public 

domain. , , 

US deposit insurance looks 
like a disaster at the moment, 
especially in the savings and 
loan field - a living illustra- 
tion of moral hazard. But there 
is no need to imitate the exces- 
sive coverage or the sloppy 
supervision which have made 
it so. On the contrary, it will 
be essential to instal some 
trustworthy coverage if the 
fri Tigte European financial mar- 
ket is ever to be much more 
than a sl o gan; and that sug- 
gests that Insurance must be 
on a European scale. 

The wonld-be reformers in 
Washington have already 
suggested most of the alter- 
ations required to make the US 
system sound. The most impor- 
tant are: something less than 
100 per cent coverage; a limit 
an the total coverage offered to 
individual depositors; and a 
scale of insurance charges 
related to risk. Anyone design- 
ing a European system should 
have a long consultation with 
Mr William Seidman, the for- 
midable head of the Federal 
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Ahuge drop in the 
• flow of Japanese 
capital means that 
hungry companies 
and nations must be 
jffeaned off Tokyo's money — at a 
time when savings around the 
world are in short suppiy. Financial 
institutions face a new round of 
changes. Richard Waters reports 

Reforms are 
long overdue 


ITS DEMISE was as sudden as 
its emergence. The flow of Jap- 
anese capita], which had 
driven international fma-nriai 
markets for much, of the 1980s, 
was largely turned off last 
year. After the years of plenty, 
capital markets had entered 
the new decade with a bnmp. 

The of the turnaround 
has been significant. Invest- 
ments in foreign bonds and 
equities by the Japanese SsU to 
ink S40bn in 1990, from $113bn 
the year before. 

At the same time, Japanese 
banks' share of new Interna- 
tional bank lending (in dollar 
terms) dropped from 36 per 
cent to 19 par cent 

'Leaving the effects of 
exchange rates, new lending by 
Japanese banks was only- one 
third its level of the previous 
year. 

Forces which had helped to 
keep securities prices up and 
loan costs down bad s uddenly 
been removed. 

Two factors lie behind this 
sodden shift First high Japa- 
nese interest rates made US 
Treasury bonds less attractive 
to Japanese investors. 

Second, the reverberations of 
the 1990 Tokyo stock market 
fall - and its effect on the capi- 
tal of Japanese hanint and the 
resources of Japanese inves- 


tors - are still likely to be felt 
for some time to come, even if 
Japanese share prices fell no 
lower. 

The growing propensity of 
the Japanese to spend more 
and save less, as wdl as Just to 
get older, also means that Jap- 
anese savings will become a 
less powerful force in the 
w orld financial 

Weaning capital-hungry 
nations (and companies) off 
Japanese money will not be 
easy - particularly at a time 
when savings around the world 
are in short supply. 

For 30 years, savings rates 
have fallen in most developed 
countries. 

The British and Americans 
are famous for their inability 
to save. In the UK daring the 
1960 b, net savings amounted to 
5J> per cent of national income; 
half the proportion of the 
1960s. In the US, the fell was 
steeper, from 11 per cent in the 
19H& to Just 4 per cent 

This trend was echoed else- 
where in different degrees. The 
Germans, who put aside 20 per 
™»nf of their income rfnrfng the 
1960s, managed to save only 
1L6 per cent during the 1980s. 
The Japanese savings rata fell 
from 252 per cent to 20.9 per 
cent over the name period. 

The demand for capital, 



drawals by securities houses 
suggests that further cost cut- 
ting and redundancies will fol- 
low. 

As they recover from the 
deregulation and excesses of 
the 1980s, meanwhile, many 
ftnmiHal institutions ran look 
forward (if that is the light 
phrase) to a new round of 


meanwhile, is set to increase. 
New investment in Eastern 
Europe, the rebuilding of 
Kuwait, the continuing needs 
of developing countries, and 
investment by companies as 
the US and UK come out of 
recession - all point to a 
strong demand for capital in 
the medium term. 

One other factor has made 
investment capital more diffi- 
cult to cone by. Banks around 
the world, but particularly in 
the US, are smarting from the 
knocks they have taken on real 
estate lending and highly 
geared transactions. 

At the same time, they are 
working towards the fall 
implementation by 1993 of the 
minimum capital adequacy 
standards laid down by the 
grouping of central bankers 
meeting under the auspices of 
the Bank for International Set- 
tlements in Basle. 

The result: claims of a 
"credit crunch” as any but top- 
grade borrowers find it increas- 
ingly difficult to raise money 


from their bankers. 

in thA longer term, rti« capi- 
tal adequacy rules are unlikely 
to affect the supply of good 
credit 

As the BIS says in its latest 
nwntial report last month: 
‘There may indeed now be a 
greater awareness of the capi- 
tal ratio implications of portfo- 
lio decisions, but that is pre- 
cisely what was needed. 

Tt could lead to longer-term 
problems of credit availability 
only if circumstances were to 
deny a large number of tanks 
access to additional capital, 
which is only conceivable if 
bank profits remain under 
severe pressure over a pro- 
longed period.” 

Such statements, however, 
win give little comfort to bank 
customers which need credit 
now if they are to have any 
kind of long term future to 
look forward to. 

As implied in the BIS's 
report, the financial industry 
itself is set for a prolonged 
period of cansohdation. During 


the 1980s, deregulation and the 
ready availability of credit led 
to a drive by financial interme- 
diaries for growth and market 
share. Now, attention )uts 
switched to profitability and 

rananHifarirm- 

Profi Lability in both the 
banking and securities indus- 
tries is in serious need of 
repair. 

The return on assets of US 
banks in 1990, for example, 
halved to 0.78 per cent (exclu- 
ding the effects of provisions 
against Idc loans). Japan's city 
banks, meanwhile, experienced 
a decline from 0.82 per cent to 
0.58 per cent. 

Two months ago, Mr Gerald 
Corrigan, president of the Fed- 
eral Reserve Bank of New 
York, told the US senate com- 
mittee on banking, housing 
and urban affairs: "Whether 
we like it or not, we are going 
to see an important degree of 
consolidation In the US bank- 
ing and financial system. That 

result, as I am prone to say, is 
already baked in the cake.” 


Several weeks later, the big- 
gest planned hanking merger 
in recent US history was 
announced: the combination of 
fihwnifli) Bank and Manufac- 
turers Hanover to create the 
country's second largest bank- 
ing group. 

In Japan, such mergers have 
been underway for longer, 
since the creation of Dai-Ichi 
Kangyo Bank, the country’s 
largest 

In the securities industry, 
the damage to recent profits 
has hem greater. Japan's big 
four brokers suffered fells in 
pre-tax profits last year rang- 
ing from 52 per cent (Nomura) 
to 72 per cent (Nikko). 

New York Stock Exchange 
members slipped to a combined 
loss, their worst perfor- 
mance since 1973 and members 
of the Londo n Stock Exchange 
sustained a combined loss of 
E350m. 

Wbile this year has brought 
better news, the continuing 
uncertainly in securities mar- 
kets and few outright with- 


in both the US and Japan, 
long-awaited initiatives have 
been launched which could 
lead to the ending of divisions 
between the banking and secu- 
rities industries. 

In both countries, commer- 
cial banks have been allowed 
progressively into the securi- 
ties business, through the 
establishment of full-service . 
securities subsidiaries abroad 
and the admission to restricted 
classes of securities business at 
home. 

The final step will be the big- 
gest: allowing commercial 
hanks into the underwriting 
and broking of domestic issues 

- although even here, the bar 
Tiers have started to come 
down. 

Neither country looks likely 
to move rapidly towards 
reform of their respective laws, 
despite the pleas of reformers. 
Mr Corrigan of the Fed has 
argued that the future competi- 
tiveness ol the ns hanking and 
financial system depends on 
"the necessary process of con- 
solidation, cost reduction, and 
diversification.” 

The recent financial scandals 
which have afflicted Japan’s 

landing atr vfrhralring firms alSO 

point to the need for 
deep-seated reform of that 
country's financial system. The 
display of public remorse that 
accompanied the admitted 
Knira with gangsters and the 
compensating of favoured cli- 
ents for stock losses suggested 
that the Japanese brokers were 
keen to change their ways. 

It remains to be seen 
whether anything has changed 

- or whether it will take more 
profound structural develop- 
ments in Japan, such as the 
ending of minimum commis- 
sions and the development of a 
strong, independent fund man- 
agement industry, to bring 
about lasting change. 

To quote Mr Corrigan, com- 
menting on the US: "Prompt 
and comprehensive reform of 
the hanking and flnanMal sys- 
tem is long overdue." 


■ Government bonds: 
International investors 
have benefited from devel- 
opments in the global 
markets: deregulation has 
opened fresh arenas and 
bondholders have found 
there Is even a silver lift- 
ing to a recession 

■ New technology: With 

the move towards elec- 
tronic market places, the 
trading floor — spiritual 
home of the capital mar 
kets — may not outlive the 
decade Page 2 

■ International markets: 
Companies worldwide 
have turned to the equity 
markets again to raise 
new capital as global 
financial markets regained 
some stability after the 
Gulf war 

■ Derivatives: As derlva 

tlves have become more 
common, competition 
among the exchanges that 
trade them has grown. 
The competition has also 
spawned co-operative alli- 
ances Page 3 

■ Regulation: Everyone 
agrees on the need for 
greater international co- 
ordination to guard 
against a systemic col- 
lapse in securities mar- 
kets. But finding an 
International framework is ; 
not easy 

■ Securitisation: European 

securitisation is a market 
much tipped for growth, 
but the surge of activity 
predicted by proponents of 
the market has yet to 
materialise Page 4 

■ Emerging markets: 
While the stock markets of 
the developed world have 
stagnated, many emerging 
markets are forging ahead 
Page 5 
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Richard Waters looks at the implications of new technology 

Farewell to the trading floor 
as markets plan automation 


INTERNATIONAL markets are 
disembodied markets. The 
result, as capital has become 
more International is a move 
towards electronic market 
places to bring together provid- 
ers and users of investment 
money. The spiritual home of 
the capi ta l markets — the trad- 
ing floor - may not outlive the 

flgraria 

On both sides of the Atlan- 
tic, market automation is being 
planned on a large scale. It is 
both defensive and aggressive. 

Old trading practices, sub- 
jected to competition for the 
first time, are being over- 

Europe already has 
an international equity 
marketplace. 
Ironically, it is among 
the most low-tech of 
all capital markets 

hauled. 

New opportunities, as com- 
panies seek to raise money 
internationally (and investors 
to invest it), are being 
exploited. 

Europe already has an inter- 
national equity marketplace. 
Ironically, it is among the most 
low-tech of all capital markets. 

The UK’s telephone-based 
share market, supported by the 
Seaq International price dis- 
play system, traded £147bn of 
foreign equities last year, up 
from £85bn the year before and 
£40bn in 1988. These figures 
exaggerate the real growth 
rate: market users did not have 
to report trades to the London 
Stock Exchange until two 
years ago. About two thirds of 
the turnover is related to Euro- 
pean stocks. 

Seaq International may have 

attracted business, but it is not 
the Anal word in cross-border, 
automated dealing. 

The system, launched on a 
shoestring budget six years 
ago, needs a complete revamp. 
It also needs to offer its users 
more than simply a view of 
quoted prices of other market 
users - for example trade con- 
firmation and links into cross- 
border settlement arrange- 
ments. 

If Seaq International has 


offered Europe a vision of the 
future shape of the cross-bor- 
der equity markets, then conti- 
nental Europe has seemed very 
slow to pick np on the idea. 

The progress towards eco- 
nomic and monetary union, 
and the abolition ol trading 
and other barriers within the 
EC, suggests that equity inves- 
tors will come to view the 
Community as a single invest- 
ment market. National bourses 
have so far failed to agree on a 
single trading infrastructure to 
support this market 
In part, this is because the 
idea is before its time. Market 
users are not yet demanding a 
better international market- 
place. 

Some sophisticated fund 
managers arid brokers actually 
prefer fragmented, inefficient 
markets: it gives them more of 
a chance to make a living, 

nfiing thefr akilln tO pi ck OUt 

the Investment and arbitrage 
opportunities others miss. 

As long as they can pass on 
the extra costs of doing busi- 
ness internationally through 
specific charges to their cus- 
tomers (as many fund manag- 
ers do), there is little pressure 
on them to demand a better 
market infrastructure. 

Another powerful force 
against co-operation between 

Tiatirmal mari wfat han been 

The US faces similar 
upheaval to Europe 
as Its stock markets 
take on domestic and 
International 
competition 

competing ambitions of differ- 
ent European financial centres. 

For 18 months, talk of 
co-operation veiled only thinly 
the competition that has really 
been driving market develop- 
ments. 

When joint venture talks 
between the national bourses 
woe put back to square one 
this summer, it was no sur- 
prise to find national stock 
market initiatives emerging 
rapidly to fill the vacuum. The 
likely result trading floors, 
where they still exist, will be 
superceded by electronic 


marketplaces. 

Within recent weeks, the 
Frankfurt Stock Exchange 
announced an initiative to 
bring together the federal Ger- 
man exchanges under one 
national hoarse, with a new 
infrastructure to support the 
market 

In Paris, French stock mar- 
ket professionals have been 
pressing for an overhaul of 
trading practices to help their 
bourse compete internation- 
ally. 

And in London, a strategic 
rethink of thp national stock 
market is near completion. 

The New York Stock 
Exchange and 
American Stock 
Exchange have moved 

towards opening for 
longer hours 

Grand talk of international 
co-operation and harmony is 
unlikely to recur for some 
time. 

If the development of a pan- 
European market infrastruc- 
ture has COme to nnthhw than 

the same Is true of a plan to 
link the trading markets of 
Europe and the US, courtesy of 
the London Stock Exchange 
and the National Association 
of Securities Dealers (NASD). 

The NASD's quote-driven 
market, Nasdaq, was the model 
for London’s Seaq ay gtem, and 
both are now in need of 
rebuilding. However, talks on 
co-operation to develop a com- 
mon tenhnningimi base — per- 
haps ifijuting to a joint interna- 
tional equity market - fell 
through thin gpring 

The US faces similar 
upheaval to Europe as its stock 
marlcpta take on the rhaTleng e 
of competition, both domestic 

jmH international ThP battle is 

being fought in two ways. 

In the short-term, the US 
trading day is being extended 
- electronically - by floor- 
based exchanges which fear 
they are losing ground to com- 
peting electronic markets. 

Both the New York Stock 
Exchange and American Stock 
Exchange have moved towards 
opening earlier in tiie day and 
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dosing later. The extra busi- 
ness they hope to win will not 
he channelled through special- 
ists, the people who oil the 
wheels of the floor-based trad- 
ing mRr.hanl.4ms, but will be 
managed electronically. 

In the longer term, both mar- 
kets - and the NASD - plan 
to open throughout the Euro- 
pean trading day. Full-scale, 
24-hour trading without the 
use of market floors is on the 
horizon. If initia tives are 
a success - and offer cheap, 
efficient dealing for investors 

- what future can there be for 
the trading floors during the 
US trading day? 

The increased competition 
between e quity markets is mir- 
rored in derivative markets. 
The result, predictably, has 
bear the same: a plethora of 
grand plans for 24-hour elec- 
tronic trading systems. Many 
may never he built, or will foil 
to generate enrmg h business to 
justify their investment. But 
tiie pace of development seems 
un sto p pa ble. 

It is too early to say whether 
these developments will work 
to the advantage of market 
users. To the extent that they 
create new opportunities for 
raising money or investing it 
more effectively, they will be 
welcome. But they also present 
new problems for regulators 
which are a long way from 
bang solved. 

For a start, fans of floor- 
based markets finmpiain^ trad- 
ing floors provide the best pos- 
sfifc price-setting mechanisms, 
which cannot be replicated 
electronically. 

That may have been true as 
long as trading floors remained 
the c en tre of trading activity, 
helping to concentrate orders 
and so achieve the bestprices 
for investors. But with an 
increasing amount of business 
done off-exchange, the argu- 
ment for trading floors is 
weakened. 

A second (and more telling) 
complaint is that the multipli- 
cation of electronic trading 
systems, and tiie lack of trans- 
parency in some markets, 
makes it difficult to ensure 
that investors get the best deal 

— particularly amall investors, i 
Regulators are only beginning ] 
to grapple with this problem. I 








Traders at toe Tokyo stock exchange: International Investors have a growing number of government bond markets 

■ GOVERNMENT BOND MARKETS 

International investors 
find a silver lining 


INTERNATIONAL investors 
have benefited from recent 
developments in the global 
government bond markets for 
two reasons, first, as the tenta- 
cles of deregulation have 
spread around the globe, inter 
national investors have found 
it easier to invest in a growing 
number of government bond 
markets. 

Secondly, bondholders recog- 
nise that there is a silver ifafag 
to a recession as interest rates 
are cut in order to stimulate 
flin economy. Bond prices rise 
as interest rates fall, thus pro- 
viding investors with capital 
gains. 

After Iraq’s invasion of 
Kuwait last August the sharp 
rise in the oil price prompted 
fears that inflation m the west- 
ern economies would rise. 
Bond prices rose and longterm 
yields increased by between 50 
and 150 basis points for the 
mam band markets. 

However, the fears proved 
short-lived: “interest rates 
remained stable during the 
fourth quarter in Germany anil 
Switzerland, eased in Belgium 
and France, and fell sharply in 
the US, Japan and UK” says 
the Bank tor International Set- 
tlements in its 61st annual 
report 

The foil In interest rates con- 
tinued in the first quarter of 
this year and many of the lead- 
ing Industrialised countries 
have emphasised the need to 
lower interest rates further. 

However, Germany remains 
the odd man out When repre- 
sentatives of the Group of 
Seven leading industrialised 
countries met in Washington 
in April, the US put consider- 
able pressure on Germany to 
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cut interest rates as soon as 
possible. Unfortunately, rising 
inflation in Germany has led to 
concern that the Bundesbank 
may be forced to raise interest 
rates, or at least to hold inter- 
est rates at a high level until 
inflation starts to fall. 

Germany aside, the other 
members of the Group of Seven 
main industrial countries 
emphasised the need to lower 
real interest rates and promote 
world growth at the Washing- 
ton meeting and this trend 
seems likely to continue, albeit 
at a slower rate. 

Even Japan, which has held 
interest rates at historically 
high levels in order to curb 
inflation, cut the Official Dis- 
count Rate from 6 per cent to 
5.5 per cent at the beginning of 
July. 

The fall in interest rates over 
the past nine to 12 months has 
led to a surge in certain bond 
markets, providing interna- 
tional investors with capital 
gains on their bond portfolios. 

Today, those band portfolios 


are likely to consist of a for 
broader range of securities as 
more government bond mar- 
kets have opened up and 
courted foreign buyers. 

For example, both Spain and 
Italy deliberately increased 
their appeal to foreign buyers 
by extending their debt matu- 
rity profiles and easing proce- 
dures for foreigners to reclaim 
withholding tax on govern- 
ment bonds. 

These are important 
changes: foreign investors like 
to be able to invest in long- 
dated bonds and to receive the 
income gross rather than net 
of withholding tax. In many 
cases they had been deterred 
from participating in the Span- 
ish and I talian bond martlets 
because the rules governing 
the reimbursement of with- 
holding tax to non-resident 
investors were complicated 
anil lengthy. 

Investors have been 
attracted to both the Italian 
and Spanish bond markets in 
the past nine to 12 months 
because of their high yields. 
These have fallen as interest 
rates have come down, but are 
expected to fall further. 

Many international investors 
have been piifag into the high- 
yielding European bond mar- 
kets because they expect to see 
the convergence of interest 
rates in Europe, for those cur- 
rencies which are members of 
the Exchange Rate Mechanism 
of the European Monetary Sys- 
tem. 

In the long term, monetary 
ties within Europe are expec- 
ted to force bond yields 
towards those erf Germany, the 
mainstay of the European 
monetary system. 


The attraction of investing 
in a currency which is in the 
exchange rate mechanism of 
the EMS is that the exchange 
rate risk for a European inves- 
tor is greatly reduced, while 
the investor can stall expect to 
see bond yields fall and make a 
capital gain on the investment 
However, the convergence 
argument has its prob- 
lems - short-term movements 
in the opposite direction; do 
occur, as was seen recently in 
France. There, worries about 
the appointment of Mrs Edith 
Cresson as prime minister 
unsettled the bond market and 
led to a sharp rise in French 
government bond yields. 

Investors have been 
attracted to both the 
Italian and Spanish 
bond markets. 

As more and more govern- 
ment bond markets have 
opened up to foreign investors, 
the demand for detailed 
research has increased: now 
investors as diverse as Japa- 
nese bond fond managers and 
European pension fund manag- 
ers want research cm markets 
including S pain, Italy, Scandin- 
avia. Portugal, Belgium and 
even such indeveloped markets 
as Greece. 

With these second-tier coun- 
tries, investors try to take 
advantage of the market’s inef- 
ficiency when it comes to tak- 
ing economic and financial 
data into account The hunt for 
high-yielding markets contin- 
ues. 

Sara Webb 


Tracy Corrigan examines the growth of the Ecu bond market 

European governments 
help transformation 


THE Ecu bond market has 
grown from a small retail- 
based market driven by swap 
opportunities, to a widely- 
traded institutional market 
which may be set to become 
the largest European debt mar- 
ket later this decade. 

In the past 10 years, the out- 
standing amount of Ecu bonds 
has grown from Ecu250m to 
Ecu70bn, according to JF Mor- 
gan. 

Secondary market turnover 
through the European clearing 
houses Cedel and Enrolear 
reached nearly EculOObn in 
March, hi the first six months 
of this year, the volume of new 
issues in the sector rose to 
more than $21bn equiva- 
lent - more than double the 
volume during the first half of 
last year - to become the sec- 
ond most active currency sec- 
tor in the Eurobond market 

European governments, keen 
to demonstrate their political 
commitment to the currency, 
have been a catalyst for the 
market's transformation. 

The UK government made a 

successful debut £2.5bn issue 
in February. France, Italy, Bel- 
gium, Denmark, Finland, Nor- 
way, Sweden, Spain, Greece, 
and supranational institutions 
such as the European Commu- 
nity and the European Invest- 
ment Rank, have all tapped the 
Ecu bond market 

Many deals were not 
swapped, as swap market rates 
were not favourable, and most 
issuers are borrowing in Ecus 
more for political than practi- 
cal reasons. 

In the past, most borrowers 
had no requirement for Ecu 
funds, but they were able to 
swap Ecu fa Tiding into another 
currency at attractive rates 
- often through swaps gener- 
ated by the Italian govern- 
ment's domestic Ecu Issuance. 

Such sovereign and suprana- 
tional borrowers command a 
broader audience for their 
transactions because they are 
strong credits and issue in 
large volumes. Central banks 
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have become important hold- the Japane 
ers of Ecu paper. rushed to st 

But the growth of the xnar- action are m 
ket has been outstripped by Neverthel 
the eagerness of banks to take advanced ( 
a share of the action; the sector benchmark i 
is already overbraked. The the EIB and 
Association of International the French 
Bond Dealers says the number Obligations 
of reporting dealers in Ecu Tresor (OA’ 
Eurobonds has grown from 24 liquid, and 
a year ago to 36 currently. “repos” (re 
This rash for business may ments, used 
appear surprising, considering rowing and 
the widespread awareness that positions), 
profitability will be hard to Such issui 
achieve. But many firms view haute point s 
the market as one where they and offer pri 
cannot afford not to have a as the Uffi 
presence, because of Its eco- trades of Ec 
nomic and political signlfi- ducted on 
cance if European monetary spread, deal? 
union goes ahead. But the mi 

Bankers say that to gain a atively quid 
substantial presence at this as the Ecu \ 
stage of the market's develop- quite expei 
ment would require a very big terms, fa- 
commitment. But several of German bom 
these houses are market mak- The marl 
era in name only: about 15 costly agair 
bouses are consistently active, yield curve 
while the rest tend to remain studying the 
on the sidelines. The new nent current 
issues market is dominated by Dealers can t 
fewer than 10 houses. the Ecu syn! 

Some houses may be able to ing compone 
find some profitable niche busi- Ecu bond 
ness. For example, most Japa- are now trai 
nese houses appear to be con- pean 
centra ting on distribution of Paris and Iii 
Era products in tiie Far East Matif galne 
But dealers say that several of advantaae 1 
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the Japanese houses which 
rushed to seize a piece of the 
action are now marking time. 

Nevertheless, liquidity has 
advanced dramatically and 
benchmark issues for the UK, 
the EIB and Italy, as well as 
the French government’s Ecu 
Obligations Assimilables du 
Tresor (OATs) are extremely 
liquid, and can be used for 
“repos” (repurchase agree- 
ments, used for short-term bor- 
rowing and lending to cover 
positions). 

Such issues trade on a 10- 
baris point spread between bid 
and offer prices; in a deal such 
as the UK’s Ecu2.5bn issue, 
trades of Ecu25m can be con- 
ducted on a 5- basis point 
spread, dealers said. 

But the market has been rel- 
atively quiet in recent weeks 
as the Ecu bond market looks 
quite expensive, in spread 
terms, against the French and 
German bond markets. 

The market also appears 
costly against the synthetic 
yield curve - calculated by 
studying the yields of compo- 
nent currency bond m a rk et s. 
Dealers can create exposure to 
the Ecu synthetically, by buy- 
ing component ma rket s. 

Ecu bond futures contracts 
are now traded on two Euro- 
pemj exchanges; the Matif in 
ftris and Iafie in Loudon. The 
Matif gained a competitive 
advantage by launching its 
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contract at tiie end of last year, ■ 
ahead of Liffe'9 co n tract which 
started in March. The Matif 
traded an average of 2,700 con- 
tracts daily in June, compared 
with 400 contracts on Liffe (but 
the liffe contracts are twice as 
large). 

Th e growth of derivative 
products in Ecus has helped ' 
boost liquidity, providing 
sophisticated tools in a market 
which has historically been dif- 
ficult to hedge. 

Lifie also has a three-month 
Ecu contract which traded an 
average 712 contracts daily in 
June, hi the over-the-counter 
market - there are forward rate, 
agreements to Ecu. 

Activity in Ecu money mar- 
2 e {? expanded substan- . 
“ally to the past year.foier-- 
bank deposits ranging from. 
J^eraight to 12-months, and 
CD plates are quoted by fog 
ranks, and the UK and Italian 
governments issue T-hflli. 

Paribas and JP Morgan each 
have an index of 'liquid- Ecu 
bond issues which portfolio 
man agers can use to measure 
performance of the market, ': 
and also as the basis for Index. ... 
warrants and other products. 

The formidable growth of the. 
Ecu bond market has pr om p t e d 
many fond managarff tifJd ' 
“ffeasing portions , of their 
portfolios in Ecus; so the need : 
for tools to measure ihefr peiv • 
formance is increasing.' . ' 
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There are reasonable grounds for optimism among intermediaries, writes Simon London 


Eurobond market of feasts and famines 


EDO IS active to the Eurobond 
market continue to operate in 
a market characterised by feast 
and famine. Periods of Intense 
new Issue activity are still 
. Interspersed with periods when 
- few bond syndicates are cover- 
ing^yen .their fixed costs. 

conflict, which caused institu- 
tional investment decisions to 
berpostponecL Yet despite this 
period of paralysis, recession 
and 'an expectation of lower 
interest rates in many coun- 
tries have since made bonds 
attractive an cyclical grounds. 
Once the threat of a large-scale 
regional conflict was seen to 
recede, the supply of new 
paper and demand from Inves- 
tors bath began to recover. 

Hence the first six months of 
this year have been profitable 
far most intermediaries operat- 
ing in the primary market. The 
volume of new issues grew 50 
per cent, from just under $80bn 
in the first six Tntwiflw of X990 
to $mbn in the first half of 
this year. 

In addition, the Eurobond 


industry has achieved some 
structural improvements 
which leave it better posi- 
tioned to benefit when new 
issue activity is strong. 

There has been a concerted 
and co-ordinated effort to 
restore commissions, through 
the use of the fixed-price re-of- 
fer mechanism. The diminish- 
ing number of play ears to the 


. the subject of “cartelisation” 
by the big players, which is 
squeezing out smaHw firms. 

There are informal agree- 
ments among the main players 
to the dollar, Ecu and sterling 
sectors of the market as to the 
appropriate levels of return on 
new issues. Leading houses 
have often declined to partici- 
pate in deals which were seen 


Thera has been a concerted effort to restore 
commissions, through the use off the fixed-price 
re-offer mechanism. The diminishing number 
of players In the primary market has partly 
relieved chronic overcapacity 


primary market has partly 
relieved chronic overcapacity. 

However, many of the 
smaller fir m*? see hidden dan- 
gers to the process which has 
restored intermediaries' profit 
margins. One of the most com- 
mon themes heard around 
Eurobond houses is that power 
is concentrated in the hands of 
fewer firms. 

One view is that each cur- 
rency sector of the market is 


to carry too thin a level of fees. 

In addition, the establish- 
ment of the fixed price re-offer 
mechanism is often seen to 
favour firms with strong insti- 
tutional placement power. 
Retail-orientated firms prefer 
to sell bonds at issue price, 
retaining full fees as profit, 
rather than selling at the lower 
fixed re-offer price set by the 
lead manager. 

Since its introduction into 


the Eurobond markets from 
the US in 1989, the fixed re-of- 
fer method of syndication has 
been extended to new areas of 
the market. For example, the 
Eurolire bond market 
become increasingly domi- 
nated by big institutional 
investors and the fixed price 
re-offer mechanism has become 
established as the normal 
method of syndication. 

New issue statistics suggest 
that there has been a concen- 
tration of power over the past 
dr months. 

An analysis of new issues, 
excluding equity-linked t rans- 
actions, in the first six months 
of the year showed that the top 
five Eurobond firms took 37.5 
per cent of all new business by 
value. This compares with 27 
per cent in the whole of 1990 
and 29 per cent in 1989 and 31 
per cent in 1988. 

Equally, the top 10 firms 
took 55 per cent of new busi- 
ness in the first half of this 
year, against 43.5 per cent in 
1990 and 49 per cent in 1989. 

These figures do suggest that 
the tainnre of power shifted in 


favour of a few big firms. How- 
ever, the statistics may be 
skewed by the dominance of 
big, liquid bond issues by sov- 
ereign and supranational 
investors in the first three 
months of the year. Recently, 
smaller corporate borrowers 
have returned to the market, 
spreading business among 
more firms. 

Hence, the evidence in 
favour of cartelisation Is, as 
yet, inconclusive. Only time 
will tell whether the domi- ‘ 
nance of the big firms will be 
consolidated - or eroded as a 
greater diversity of borrowers 
Hite - the market 

Even among the biggest 
firms, competition is intense. 
Nowhere is more true thgTi 
in the Ecu rector, which has 
continued to develop rapidly. 
New bond issues totalled $21hn 
to the first half of this year, 
against 9l0.7bn In the same 
period of 1990. In the first quar- 
ter, the aspiring single Euro- 
pean currency «»>» close to 
squeezing out the dollar as the 
favou rite of the fnterimtlnngl 
band market However, there 
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are now 38 firms Treking mar , 
kets in Ecu bonds, against 24 
firms a year ago. 

But whether the market is 
suffering from creeping cartel- 
isation or entrenched over- 
competition, many firms have 
tented in a profitable first half 
to the year. From April there 
was a notable r etur n of compa- 
nies to the international bond 
market as investors sought 
hl ghar -y telri ing assets. 


The asset-backed bond mar- 
ket has also seen something of 
a revival following a period 
when the fear of default on 
underlying consumer loans 
deterred many investors. 

"Greed finally overcome 
fear, 1 * commented on e issuer erf 
asset-backed securities. 

The equity-linked sector has 
been excluded from the figures 
above because the sector con- 
tinues to be dominated by 


equity warrant issues by Japa- 
nese companies, lead managed 
by the big four Japanese secu- 
rities firms - Nomura, Dalwa, 
Yamaichi and Nikka. However, 
equity-linked business is boom- 
ing with a torrent of new 
issues from Japanese issuers 
matched by some notable 
issues by European companies. 

Deals such as a £500m con- 
vertible issue by Hanson and a 
$lbn warrant deal by Roche, 
the Swiss pharmaceuticals 
group, demonstrated that the 
international bond market 
could provide European bor- 
rowers with a cheap source erf 
equity-linked finance. 

In addition, new areas of 
straight Eurobond business 
have been opened up. For 
example, the convergence of 
interest rates within the Euro- 
pean Community helped fuel 
demand for Eurolire, Spanish 
peseta, Finnish marrka and 
Portuguese escudo bonds. In 
the first half of the year, the 
volume of lira-denominated 
Eurobonds rose to $4.75bn 
equivalent, from $2J5bn in the 
same period of 1990. 

Hence there are reasonable 
grounds fbr optimism «wnng 
intermediaries m the Eurobond 
market The one worry is that 
new issue volume is highly 
sensitive to external shocks. 
The feast of the first half of the 
year could easily turn once 
a gain into famine. 


INTERNATIONAL EQUITY MARKETS 


TOP 25 LEAD UNDERWRITERS 


Worldwide search for new capital 


COMPANIES worldwide have 
turned to the equity maikata 
again to raise new capital as 
world financial markets 
regained some stability after 
the Gulf war. 

There are .two reasons why 
companies have turned to the 
International equity markets. 
First, many companies are 
keen to pay off short-term debt 
and reduce their gearing by 
issuing shares. Second, some 

Companies embarked 
on a feeding frenzy* 
in the equity markets, 
according to one 
syndicate manager 

rampmips have widened titer 
foreign ownership by making 
international share nfferh^ gs. 

hi the first half of 1991, total 
international equity issues 
amounted to $8.73bn world- 
wide, of which f4.78bn were 
initial public offerings (IPOs), 
according to figures supplied 
by International Financing 
Review 0FR). By comparison, 
total international equity 
issues amounted to f8.5bh in 
the first half of 1990, of which 
$449bn were IPOs. The level of 
international equity issues , to 
early 1990 suggested renewed 


INTERNATIONAL EQUITY ISSUES 
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Mexico 

1944.04 

1907.50 

Hungary 

60.17 

0 

Indonesia 

51.88 

51.88 

Korea 

200.00 

100X0 

Singapore 

44.68 

0 

Thailand 

92.42 

72.40 

Israel 

37.00 

0 

Canada 

28328 

138.43 

United States 

2849.50 

267.18 

Denmark 

225.81 

0 

Nonray 

121.48 

121.48 

Austria 

349.04 

64.68 

France 

516.07 

144.86 

Greece 

25.77 

25.77 

Ireland 

12.00 

12.00 

Netherlands 

47.68 

0 

Spain 

35.56 

35.56 

United Kingdom 

1838.48 

1838.48 

TOTAL 

873444 

47KL22 
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confidence to the markets fol- 
lowing the 1987 world stock 
market crash ate the nervous- 
ness in 1988 and 1989. 

However, Iraq’s invasion of 
Kuwait in August 1990 and the 
recession In the Anglo-Saxon 
economies deterred many com- 
panies from turning to the 
equity markets for new capital 
As a result, in the second half 


of 1990, International equity 
issues amounted to $42filZl, df 
which $L68bn were IPOs. 

However, when uncertainties 
in the Middle East were 
resolved, “companies 
amhatked an a feeding frenzy 
in the equity markets”, says 
one syndicate manager, with 
Issuance flowing from the US, 
Europe and Asia. 


Much of the activity has 
been in the US where interna- 
tional equity iawwa amounted 
to t2.85bn in the first half of 
1991, with $267m in IPOs and 
9467m in secondary issues (In 
which shareholders sell part or 
all of their nhiirrfinlriiTig n to 
investors to widen the com- 
pany's ownership). 

“US companies saw a win- 
dow of opportunity once the 
Gulf war ended for raising 
equity to pay off their 
short-term debt,” says (me syn- 
dicate manager. Many issues 
had been in the pipeline when 
the Middle East conflict 
erupted and had been “put on 
hold” until a suitable occasion 
arose. But US business from 
top-rated companies is starting 
to show signs of slowing down, 
according to syndicate manag- 
ers, although second tier and 
lower quality companies are 
still tapping the markets. 

In the first six months of 
1991, International equity 
issues from western Europe 
amounted to $2.8bn of which 
92.121m were IPOs, as compa- 
nies in the UK, Austria, Spain 
and France tapped the interna- 
tional appetite for shares. Syn- 
dicate managers report a spate 
of rights issues, convertibles 
and bonds with warrants In 
the first six months of 1991, 


DERIVATIVES 


Competition grows fiercer 
and spawns new alliances 


AS de ri v ati ves have become a 
more common financial tool, 
the competition among the 
exchanges that trade them has 
grown fierce - . But the competi- 
tion has also spawned a new 
set of co-operative alliances, 
especially In the US, where 
financial futures began. 

With the greater threat of 
international competition In 
mind , the Chicago Board of 
Trade and the Chicago Mercan- 
tile Exchange, the world’s two 
largest futures exchanges, 
have set aside much of their 
traditional rivalry to co-operate 
in several new ventures. 

The most ambitious of these 
is Globes, the worldwide elec- 
tronic after-hours trading sys- 
tem under development in 
partnership with Reuters Hold- 
ings, -the UK-based information 
company. Globex’s launch has 
been postponed numerous 
times over the past two years 
and It now looks as if the sys- 
tem is nnHfeply tO get Off the 
ground until 1992. When it 
does, however, It promises to 
break new ground for 
round-the-clock mid round-the- 
world nioriwnin transactions. 

The Chicago exchanges have 
also been jointly developing a 
hand-held electronic trading 
card. After spending some 96m 
together on the project, the 
first of three prototypes Is 
about to start floor tests this 
month 

The gizmo, just larger than a 
standard-sized Sony Walkman 
and called “Audit”, was 
designed to -provide crystal 
dear audit trails for trades. 

Since last year, the two 
behemoths of the fixtures busi- 
ness have also begun discuss- 
ing unification of their clearing 
houses. This is hailed by both 
exchanges as the most impor- 
tant joint move yet. 

Jt is expected to be a big 
money saver for members of 
both exchanges and is aimed at 
maintaining Chicago as the 
world centre of fixtures trading. 

Mr William O'Connor, chair - 
man of the CBOT, said in a 
recent speech that the Interna- 
tional (Searing House in Lon- 
don. posed a nlft xr rhaTbrng g for 
leadership in* international 


derivatives trading and that 
Chicago must fight to keep its 
idace in the sun. 

He also warned that the 
Securities and Exchange Com- 
mission will undertake a study 
of clearing issues that is likely 
to mandate common clearing 
and in a way that is unlikely to 
favour the fixtures markets. He 
would like to beat the govern- 
ment to the punch. 

Ha also pointed out that 
rfwiring was a key advantage 
in the fixtures industry's com- 
petition with off-exchange 
derivatives. He insisted that 
unified clearing in Chicago 
would sharpen the competitive 
edge markets hold over off-ex- 
change trading. 

The two exchanges have also 
embarked together on a series 


York’s five fixtures exchanges 
has proceeded less smoothly, 
but at the end of April they 
approved a joint move to a new 
trading facility In 1994 and are 
now in talks on possible unifi- 
cation of clearing and other 
preparatory issues. 

US options exchanges, regu- 
lated separately from futures 
markets and thus maint ain dis- 
crete entitles, are also pngngwi 
in developing a worldwide elec- 
tronic trading system for 
options. The Chicago Board 
Options Exchange, the Ameri- 
can Stock Bvrihflng a and the 
Pmrannati Stock Exchange are 
expected to complete formal 
agreement on a system with 
Reuters Holdings by the end erf 
this month. They hope to have 
a system up by 1993. 


don's International Stock 
Exchange on FT-SE options 
and Eurotrack 100 and 200 


US options exchanges are also engaged In 
developing a worldwide electronic trading 
system fbr options. The Chicago Board Options 
Exchange, the American Stock Exchange 
and the Cincinnati Stock Exchange are 
expected to complete formal agreement on 
a system with Reuters Holdings by the end 
of this month. 


of foreign efforts, including 
joint agreements of co-opera- 
tion with the fledgling 
exchanges of Budapest and 
Moscow. They have tea m ed up 
to market titer products and 
Globes in Tokyo, Hong Kong 
and Taiwan. And they are 
expected to consolidate their 
offices in London and Tokyo, 
allowing the savings to be used 
to open -offices on the conti- 
nent and in Hong Kong. 

H o w e ver, Aria has not meant 
that the two exchanges have 
wawri to compete for business 
to their contracts. For exam- 
ple, they both introduced Japa- 
nese stock indav products last 
year, the CME a Nikkei future 
and the CBOT a Topfx fixture. 
Only the Nikkei futures suc- 
ceeded. More recently, the 
CBOT has launched interest 
rate swap futures, which will 
potentially compete with the 
CME's Eurodollar contract 

Co-operation among New 


With respect to competition 
on contracts, four erf the five 
American options exchanges, 
including the CBOE, Amex, the 
Pacific Stock Exchange and the 
New York Stock Exchange, 
have also recently submitted a 
proposal to the SEC for an 
inter-market trade pass- 
through system to deal with 
the commission’s order to insti- 
tute multiple trading of 
options - that Is the listing of 
the game option on more t han 
one exchange. If accepted by 
the SEC, Philadelphia Stock 
Exchange, sole non-signatory 
on the proposal, will comply. 

American options exchanges 
already jointly own the 
Options Clearing Corporation 
and have uni fied pric e report- 
tog and quote systems. 

International co-operation 
between American options 
markets and foreign exchanges 

has also begun with the 
CBOE’s agreement with Lon- 


Amex, which leads US 
options markets In foreign 
derivative products, has 
readied an agreement with the 
European Options Ernhsmgg of 
Amsterdam to trade, pending 
SEC approval, options and war- 
rants on the Eurofop 100 index. 

Amex is also in discussions 
with the Frankfurt Stock 
Exchange for trading the DAZ 
index, though regulatory 
issues must be ironed out 
European fixtures and 
options markets, which unlike 
the US can be under one roof, 
are at an earifer stage of devel- 
opment with greater head-to- 
head competition on contracts. 

The a Terme Interna- 

tional de France (Matif), for 
example, recently announced 
its intentions to launch a 
fixtures contract to September 
on Italian government bonds 
just two weeks before the start 
of trading of a very similar 
contract by the London Inter- 
national Financial Futures 
Exchange (Lifts), 

The Deutsche Terminbfirse, 
Germany’s electronic futures 
and options market begun to 
January 1990, Is also wrestling 
with Lfhfe to faring home from 
T,o piVwi more of the trading to 
the German government bund. 

Ioffe’s current dominant 
position could be st ren gt hene d 
with its pending merger, due 
later thin year, with the Lon- 
don Traded Options Market 
As the European taste for 
derivatives grows, trading win 
settle in the exchange or 
exchanges where liquidity Is 
deepest, barring regulatory or 
otter barriers to normal mar- 
ket The economic 

unification of Europe Is also 
likely to add a vigorous push 
to European regional co-opera- 
tion. 

But the advent of worldwide 
electronic trading, if through 
Globex and the Amex-CBOE 
systems, could mean that 
derivatives volume is still con- 
centrated in the US . 

Barbara Durr 


from companies such as Assur- 
ances Generates de France 
(AGP), Cap Gemini Sogeti, and 
Elf Aquitaine of France. In 
Spain, Banco de Santander 
Issued convertible bonds into 

the rtrta rmrtirmnl ■miirlti» f J while 

to Austria OMV, the national 
oil company recently launched 
an international rights issue. 

UK companies embarked on 
a flurry of rights Issues as soon 

Thera have been 
issues, mostly of 
convertible bonds, 
from Indonesia, South 
Korea and Taiwan 


attention is likely to focus 
more on the US than on 
Europe in the next few 


as the Gulf War andwi, taking 
advantage of the stock market 

riw» to stren gthen thrir halanca 

sheets and reduce gearing. Mir- 
ror Group Newspapers, the UK 
newspaper pubhshk'coiitrofled 
by Mr Robert Maxwell, offered 
40 per cent of the shares in its 
recent flotation to Interna- 
tional investors. 

While syndicate managers 
expect European companies to 
continue to attract interna- 
tional investors, some believe 


Meanwhile, the emer ging 
“tiger” markets of the FUr East 
have attracted international 
inve s tors for years, in spite of 
the limited access foreign 
investors have to these mar- 
kets. hi the first Six wwntha of 
this year, there have been 
issues, mostly of convertible 
hoods, from Indonesia, South 
Korea, Taiwan and Tha fland. 

The advantage of a convert- 
ible bond Is that even in mar- 
kets such as Indonesia where 
foreigners are allowed to invest 
directly to the underlying 
equity, co n vert i bles avoid the 
settlement problems some- 
times encountered in owM-g in y 
markets because they are 
cleared through the Eurobond 
clearing houses, Cedel and 
EnrocLear. 

Indonesian companies such 
as FT Astra, a diversified 
group which is the largest pub- 
licly-traded company in the 
country, and todocement, the 
cement group, have issued con- 
vertibles this year. 

While South Korea recently 



Amount (Sm) 

% 

Goldman Sachs 

2775.19 

31.77 

Credit Suisse/CSFB Group 

1281.53 

14.67 

Salomon Brothers Inc 

62027 

7.10 

Nomura International Group 

541.07 

6.19 

S G Warburg Group 

401.21 

4.59 

Merrill Lynch 

359.74 

4.12 

Dalwa Securities 

353.78 

4.05 

Paribas 

334.42 

3.83 

Morgan Stanley 

300.41 

3.44 

Shearaon Lehman Bros Holdings 

291.15 

3.33 

Canadian Imp Bank of Commerce 

182.94 

2.09 

Donaldson Lufldn & Jenrette 

165.42 

1.89 

Royal Bank of Canada Dominion 

123.43 

1.41 

Lazard Freres 

86.66 

0.99 

Bank of Montreal 

84.52 

0.97 

Kidder Peabody 

77.42 

0.68 

PaineWebber Incorporated 

70.62 

0.81 

Institute Mobil iare italiano 

64.68 

0.74 

Deutsche Bank 

55.59 

0.64 

Credit Lyonnais 

42.29 

0.48 

National Westminster Bank 

38.56 

0.46 

NIkko Securities 

36.05 

0.41 

Asesores Bursahles 

35.56 

0.41 

Schraders 

25.77 

0.30 

Swiss Bank Corporation 

20.82 

024 
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announced that foreigners will 
be allowed to invest directly to 
equities (which some think 
may reduce the attraction of 
Issuing convertible bonds to 
future), the Bame is not true 
for Taiwanese companies, 
some of which have been 
active to- Issuing convertibles, 
in spite of the fact that foreign 
investors have no guarantee at 
that they will be able to con- 
vert toto the undertytog equity 
at a future date. 


As investors scan the hori- 
zon for new opportunities 
among the emerging markets, 
they are already starting to 
look more closely at south and 
central America, especially 
since Mexico has embarked 
upon an important privatisa- 
tion programme, and it seems 
likely that international equity 
offerings from this region will 
increase to fixture. 

Sara Webb 
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bank, WestL8 Fa your reliable 
partner for international 
finance. . 
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porate Finance, the solidly of 
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classical products with inno- 
vative solutions, applying 
the right mix of stateof-tfiMit 
technology and personal 
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of your shonfisi - from 


Corporate Finance and Invest- 
ment Banking to T reasury . 
And with a global network 
stretching from Dussekterf 
to New Vork end from Tokyo 
to London, WestLB is 
perfectly positioned to set 
your international finance 
operations on the right course. 



West LB 

TheWestdeutsche Landesbank 


v 




IV 


crwAwriAT. TIMES MONDAY JULY 22 199 1_ 


INTERNATIONAL CAPITAL MARKETS 4 


■ SECURITISATION 


Tracy Corrigan examines the risk management business 


Surge of activity 


yet to materialise 


EUROPEAN securitisation is a 
market much tipped for 
growth, but the surge of activ- 
ity predicted by proponents of 
the market for several years 
has yet to materialise. 

In the US. there are trillions 
of dollars of mortgage-backed 
and asset-backed bonds, but 
Europe’s largest market is the 
£10bn market in sterling mort- 
gage-backed securities. 

Economic pressures are forc- 
ing European companies, espe- 
cially financial institutions, to 
focus on balance sheet struc- 
ture. 

Securitisation allows the 
removal of assets from an 
Issuer’s balance sheet, as 
assets are repackaged and sold 
to investors in the form of 
bonds. 

The need to meet new capi- 
tal requirements is forcing 


Economic pressures 
are forcing European 
companies to focus 
on balance sheet 
structure 


banks in particular to look 
closely at securitisation. 
Increasing competition in the 
financial services area is also 
obliging firms to focus on key 
businesses, and when neces- 
sary to sell off assets in other 
areas. 

But economic forces are not 
yet proving sufficiently strong 
to overcome the reluctance of 
many potential issuers to 
undertake securitisation. 

And in several countries 
where hanks are poorly capital- 
ised, there is not yet an ade- 
quate legal structure for secur- 
itisation. This is true of both 
Spain and Italy where there is 
strong interest in securitisa- 
tion. 

In Japan, where a weak 
stock market has devalued the 
capital held by many financial 
institutions, the Ministry of 
Finance is widely expected to 
liberalise the financial markets 
in order to pave the way for 
securitisation. 

In France, where a “titrisa- 
tion” law was passed in 1988 to 
provide a legal framework for 
securitisation, fewer than 20 
deals have been launched. So 
far, most bond issues have 
been backed by loans, and 
placed with domestic institu- 
tions. 

It is generally agreed that 
the structure of the law has 
allowed some less-than-genulne 
securitisation (for example, 
bonds backed by a single loan) 
and restricted an important 
sector of the market, the credit 
card receivables market 

The French Treasury is close 
to deciding how to reduce con- 
straints on securitisation in 
France. 

French bankers have been 
lobbying for the removal of the 
two-year minimum maturity to 
allow securitisation of credit 
card receivables, believed to be 
crucial to the market’s growth. 
Substitution of assets is likely 
to be allowed. 

Securitisation is unlikely to 
take off in Germany where 


Issue volume 



gauge Suromonwr _ 

Bonds backed by US credit 


hanks are well capitalised and 
can access fresh capital rap- 
idly. But the first German deal 
appeared last year, a DM230m 
private placement backed by 
consu mer loans originated by 
KTCB Rank, a Citibank subsid- 
iary. 

The deal was approved by 
the Bundesbank, but securitis- 
ation remains a politically sen- 
sitive issue in Germany and 
public offerings of such debt 
are not likely to be permitted. 

Smaller European markets 
such as Belgium and Ireland 
are in the process of passing 
legislation to facilitate securi- 
tisation. In Belgium, securitisa- 
tion of loans is expect e d to be 
possible before the end of the 
year. 

The Swedish mortgage mar- 
ket is particularly suited to 
securitisation because mort- 
gages are of short duration and 


Economic recession 
caused the rate of 
mortgage defaults to 
rise substantially, 
unsettling Investors 


cannot be prepaid. The first 
Swedish mortgage-backed deal 
- and the first in Europe out- 
side Use UK - was launched 
by a s ubsidiar y of Skandma- 
viska Enskilda Banken. the 
Swedish hank, at the end of 
last year. 

Meanwhile, the promising 
UK mortgage-backed market 
has survived a difficult period. 

Economic recession caused 
the rate of mortgage defaults 
to rise substantially, mmatfihig 
investors and ranging mar gins 
on mortgage-backed securities 
to widen substantially at the 
end of last year. 

The final blow came in Janu- 
ary when the Rank of En gland 
said that UK banks would 
probably have to set aside 
more capital against holdings 
of mortgagubacked securities. 

Under European Community 
legislation, the securities 
would have to carry a 100 pea: 
«»nt risk wei ghting under capi- 
tal adequacy guidelines from 
January 1993, rather than a 50 
per cent weighting - effec- 
tively doubling the amount of 
capital that banks are required 
to hold from that date. 

However, some investors 
decided that the market offered 
good value at these wider mar- 
gins and started buying a gain, 
and the market has since 
recovered substantially. 


card credit receivables have 
also suffered as a result of eco- 
nomic recession. The market is 
primarily based in the US but 
some issuers, most importantly 
Citibank with its substantial 
global bond programme, have 
placed large amounts of paper 
in Europe. 

For a time, the rising non- 
payment rate on credit cards 
seemed likely to trigger prema- 
ture redemption of certain 
issues, because the deals were 
structured with very wide 
safety margins. However, that 
market also recovered, helped 
by a co mmit ment by issuers to 
reduce the margins if neces- 
sary. 

While US issuers such as 
Citicorp have focused on 
Europe as an investor base, 
European issuers remain rare. 

An important deterrent is 
still the nigh cost of securitisa- 
tion, particularly for first-time 
issuers. In many cases, new 
systems have to he established 
to track the underlying a sset s. 
anti snmflHwifts p i fc tin g infor- 
mation on those assets is 
incomplete. With some deals 
requiring a year’s preparation, 
legal costs for new issuers can 
range from £250J)00 to about 

Issuers also have to pay 
credit rating agencies to rate 
their issues, adding about 4Vi 
basis points to the cost of a 
new issue - usually £20,000 to 
£70,000. 

In addition, depending on 
the structure of the deal, issu- 
ers may have to bear the cost 
of credit enhancement, 
through a letter of credit from 


Issuers also have to 
pay credit rating 
agencies to rate their 
Issues increasing the 
new Issue costs 


a bank or through a guarantee 
from one of the specialist 
insurers, which can cost from 
10 basis points a year. 

However, the cost of funds 
on asset-backed transactions 
cannot be directly compared 
with other forms of borrowing, 
because securitisation reduces 
the need for capital and so can 
help lift a company’s return on 
equity. Borrowers tend to have 
strategic, as well as financial, 
reasons for using securitisa- 
tion. 

Tracy Corrigan 
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Attractive profit margins continue 


THE recent £15Qm loss sustained by 
Allied-Lyons through Its Ill-conceived 
use of derivative products in the foreign 
exchange market may have deterred 
some companies from investigating the 
benefits of such instruments. 

The Hammersmith and Fulham 
swaps case, which could leave banks 
out of pocket to the tune £500m, may 
have encouraged banks to be more 
selective about their counterparties. 

Bat the derivatives business is boom- 
ing, and banks are competing fiercely 
for business in a market which still 
offers attractive profit margins. 

The internationalisation, of business 
during the past 10 years has increased 
the exposure cf large compani es to the 
vagaries iff finanri^f markets. 

Currency exposure is no longer a con- 
cern only for exporters and importers. 
Most large UK companies, for example, 
now have some operations abroad, and 
the translation of foreign ra rning w back 
into sterling has become a crucial con- 
cern. Foreign exchange exposure is no 
longer accepted as a valid excuse for 
losses or derimfrig profits. 

Consequently, many corporate trea- 
surers have become sophisticated users 
of derivative products In order to offset 
currency and interest rate risk. Compe- 
tition amwi g hanlcs for a Share of thf« 
lucrative market has fuelled innovation 
and reduced costs. 

Derivative products allow companies 
to fix costs and income flows in 
advance, which is particularly valuable 
when recession is fitting into margins. 

“Once we’ve set a budget for the year, 
we like to take as much erf the currency 
risk out as possible,” explained Mr 
Keith Hawiffl, director of finanriai con- 
trol at Guinness in a recent interview. 
The UK brewer estimates that it will 
have foreign currency exposure of 
about £700m this year. “Our policy is 


not to speculate. We use hedging to 
create predictable cashflows and prof- 
its," he added. 

There are several markets for hedg- 
ing foreign currency exposure: the for- 
ward market, where companies buy or 
sell currencies for future settlement 
and the options market, where the 
holder can buy or sell a currency at a 
set rate. Unlike futures contracts, 
options give the purchaser the right, 
rather than the obligation to buy or 
sell. This means that a treasurer can 
use an option as insurance against 
adverse changes, but leave it to expire 
if such protection proves unnecessary. 

The technology surrounding straight- 
forward currency options has become 
widely understood, and such options 
are now considered to be “commodity" 
products, for which high premiums can 
no longer be charged. 

But new, sophisticated products 
riesignffri to suit the individual require- 
ments of a company’s circumstances 
are becoming more widely used. 

F or example, the “range forward" is a 
forw ar d contract which allows a com- 
pany to set an upper and lower limit on 
an exchange rate. The advantage is that 
it allows a company, which thinks a 
currency is set to rise but requires 
some downside protection, to keep some 
of the benefit if the currency does 
improve (unlike an ordinary forward 
contract). At the same time, banks do 
not charge an upfront premium (as they 
do for options). 

A “participating forward" combines 
features of forward contracts and 
options, but there is no upfront pre- 
mium. There is a set floor, as for an 
option, hut there Is also some participa- 
tion in any gains - perhaps 50 per cent 
of the benefit is received by the com- 
pany while the other 50 per cent is 
surrendered to the b ank. 


Another type of structure is the 
“average-rate" option, which gives hold- 
era the right to buy or sell an underly- 
ing market at the average price over 
the duration of the option. 

In addition to hedging their revenues 
against exposure to currency move- 
ments. corporate treasuries alsp have to 
mairh their income with their liabili- 
ties. In the area of debt mnn ag em enLa 
greater range of exchange-traded prod- 
ucts is used than in the largely 
over-the-counter market for foreign 
exchange derivatives. Futures contracts 
in many of the world's government 
bond marke ts are actively traded on 


The swaps market, with a 
notional value of $3,000bn 
worldwide. Is widely used 
by corporate treasurers 


futures exchanges. 

It allo ws them to borrow funds in one 
market and then swap the proceeds into 
another currency, or from fixed-rate to 
floating-rate (or vice versa) interest 
obligations, by ATohang in g flows with a 
counterparty. This allows companies to 
taka advantage of opportunities in for- 
eign currency markets where attractive 
swap rates may allow them to achieve 
funding at substantially cheaper levels 
t-haw ip their domestic market. 

There may be two legs to a swap - a 
currency and an interest rate leg - but 
the final cost of funds is often compared 
with the company’s target, usually 
expressed as a margin below (or above) 
the dollar London interbank offered 
rates. Targets have been lowered as 
swap opportunities in many markets 
have been arbitrated away. 

Companies are not only active in the 
swaps mar ket when they raise funds in 


3e public markets, but a^o ufe f 16 
larket for general debt management 

Swaps allow companies to take 
^vantage of rising airi falbngmtertst 
ate trends to fix interest payments, tor 
sample. However, there has to be a 
ounterparty who wants to make the 

* a-j iTwvponcmg 


Swap rates - the rates at which insti- 
tutions will pay or receive as a counter- 
party in a swap agreement - and ub 
Treasury yields to"" to move in oppo- 
site directions. Bat at the moment swap 
yields are at historically low levels, at 
the same time as US Treasury yields 
have hit a four-year low. 

NatWest Treasury is consequently 
advising its clients to take this opportu- 
nity to lock in fixed-rate funding at 
historically low levels. However, many 
companies are reluctant to do this 
because short-term rates for commer- 
cial paper are lower. 


An increasingly common device is 
the deferred rate settlement which 
involves locking in a new issue's yield 
spread over the US Treasury market for 
a period. Thus if interest rates dec lin e, 
the borrower can lock in a lower abso- 
lute rate of fixed interest costs. 

From the banks ’ point of view - and 
new participants are still entering the 
market - there is still growth potential 
in corporate treasury business. When 
that runs out, they will not despair. 
They are already targeting European 
fund managers, who have been gener- 
ally more conservative than their coun- 
terparts in corporate treasury. Bankers 
believe that their conversion Is at hand. 


■ SYNDICATED LOANS 


Sluggish volume of business 


THE new capital adequacy 
requirements and a recession in the 
Anglo-Saxon economies have taken 
their toll cm the syndicated loans mar- 
ket in recent months. 

The volume of business has been very 
sluggish and few hankers arpart it to 

pick up quickly. However, many hope 
that top-quality corporate borrowers 
will return to the loans market as 
growth in the western economies 
improves. In the longer term, the recon- 
struction of those countries in the Mid- 
dle East affected by the Gulf War is 
expected to lead to heavy borrowing, 
possibly in the syndicated loans mar- 
ket Already Saudi Arabia has negoti- 
ated a $L5bn syndicated loan for gen- 
eral purposes (although the money may 
go towards paying for the allies’ war 
effort) and Kuwait is thought likely to 
use the syndicated loans market to help 
pay for rebuilding the economy. 

As a result of the international capi- 
tal adequacy requirements agreed by 
the Basle Committee, many banks - 
particularly the Japanese hanks - are 
looking more cautiously at their lend- 
ing. In the late 1980s, Japanese hanks 
were responsible for 4050 per cent of 
new lending, but because of concerns 
about capital adequacy requirements 
they may only account for 20-25 per 
cent of new lending for the rest of 199L 
according to one Japanese banker. 

As banks claim to have became more 
selective in their lending, the pricing on 
the loans has increased markkUy. Pric- 
ing - including the margin over the 


London interbank offered rate and vari- 
ous fees - is now double, or even three 
times higher than it was two years ago. 

With the recession in the UK and US, 
banka have become more worried about 
the creditworthiness of borrowers. 
Many banks are now concentrating on 
refinancings for top-quality borrowers. 
A recent OECD report. Financial Mar- 
ket Trends, concludes that “the future 
pace of overall growth in the interna- 
tional markets will crucially depend 
upon the volume of demand by borrow- 
ers with high credit standing". 

Worries about the impact of the 
recession on corporate borrowers has 
meant that many bankers are demand- 
ing much tighter financial ratios and 
more detailed covenants. 

For example, the interest cover 
(profit divided by total interest charged) 
that banks are now requesting is more 
likely to be in the range 2-2.5 times, 
rather than L5-1.75 times as it was a 
year or so ago. Gearing (the debt-to-eq- 
ulty ratio) has also come under scru- 
tiny: bankers say they feel more com- 
fortable with gearing of 100-125 per cent 
now rather than the level of 150 per 
cent which was common a year ago. 

Furthermore, the bankers are likely 
to demand quarterly or half-yearly 
management accounts to keep a dose 
eye on company profitability. 

While bankers appear to be showing 
more caution over their lending activi- 
ties, demand from companies in the 
Anglo-Saxon economies for syndicated 
loans has tailed off for a variety of 


reasons. The high pricing on loans has 
deterred some, who feel they can bor- 
row more cheaply in the international 
bond and cnmmpr rial paper markets. 

Second, much of the syndicated loans 
activity in the late 1980s - particularly 
in the US market - was related to 
mergers and acquisitions: as M&A 
activity has fallen, so demand for 
related financing dwindled in 1990-1991. 

Some companies which borrowed 
heavily to finance their growth now feel 
uncomfortable with their gearing: in 
many cases, they have taken advantage 


Many bankers are 
demanding much tighter 
financial ratios 


of the rise in the stock markets and 


the first six months of 1991 worth 
$99.74bn. In the second half of 1990 
there were 598 loans and NIFs, worth 
$160.5bn, while in the first half of 1990 
there were 761 issues worth $284bn. 

Citicorp ranked first in the league 


table of lead managers arid arrangers, 
with $2L48bn of the syndicated loans 
and NIFs and 30 issues in the first half 
of 199L Citicorp also came top in the 
first half of 1990 with 70 issues worth 
$52bn,.but in the second halt it slipped 
to . fourth. National Westminster was 
top with 66 issues worth $&2bn. 

The OECD report - Financial Mar ket 
Trends - says that US companies are 
still borrowing in the syndicated loan 
market at about the same level as in 
1990, but says borrowing requirements 
are at nowhere near the level seen in 
1960B9. largely because of the decline in 
merger and acq uisttfap ~fftianring - 

Some hanks are wondering whether 
British companies will return to the 
loans market in the next year or so as 
their multiple option facilities (Mofs) 


uauts as an excuse to avoid mggting 
their obligations. 

1 Sara Webb 


come up for renewaL Companies set up 
Mo£s in the late 1990s to obtain very 
increased investor appetite since the competitive standby funding options, 
end of the Gulf War to raise equity and As the banks were very keen to arrange 
therefore reduce their gearing ratios. these, the pricing was very aggressive, . 

While the statistics for syndicated with companies paying a fee to be able 
lending make depressing reading for .to draw on the facility at a -slim margin 
bankers, most point out that the market over Libor. Because the pricing was so 
has gone through bad patches before, cheap, many companies took out Mofs 
According to figures compiled by Inter- as a form erf “insurance" on which they 
national Financing Review (IFR), there could fall hack. However, in some cases, 
were 431 syndicated loans and note - companies found that when they did 
issuance facilities (NIFs) worldwide in need the funds, they were unable to fall 

back on these facilities as the banks 
used technical breac he s of loan cove- 


■ REGULATION 


Elusive international solution 


T HKR.B fa one thing on which 
everyone connected with regu- 
lating securities markets and 
securities market intermedi- 
aries agrees: the need for 
greater international coordina- 
tion to guard against a sys- 
temic collapse in securities 
markets. The trouble is, find- 
ing an international frame- 
work seems almost as far away 
as ever. 

Several wide-ranging, multi- 
lateral attempts to stem risk in 
securities markets are being 
developed. 

Not all have to do with regu- 
lation, but aQ are directed at 
reducing the dangers of finan- 
cial stress in one market 
spreading to others. 

The two most important ini- 
tiatives are those aimed at 
agreeing a common standard of 
capital adequacy for securities 
firms, and at upgrading settle- 
ment systems around the 
world. Both are long and ardu- 
ous processes, and each seems 
a long way from completion. 

When reviewing the scope 
for structural improvements in 
securities markets, the Organi- 
sation for Economic Coopera- 
tion and Development (OECD) 
recently singled out these two 
areas as those with “the great- 
est scope for progress". 

By contrast, it cast doubt on 
much of the effort put into 
guarding markets from 
stresses caused by a repeat of 
the 1987 stock market cr ash 
Neither the nse of “circuit 
breakers" to close markets at 
times of high volatility, nor 
limitations on programme trad- 
ing, offered guarantees against 
contagion spreading in the 
world’s securities markets. 

The attempt to devise a com- 
mon standard for the mini- 
mum capital of securities 
firms, parallel to the capital 
adequacy requirements for 


banks developed by the Basle 
committee of central bankers, 
is being taken forward on a 
number of fronts. The lack of a 
single forum for the debate 
means that progress is slow. 

Three initiatives have yet to 
be drawn together. The first is 
the European Community's 
capital adequacy directive for 
non-bank investment firms 
(although banks would be able 
to apply the rules to their own 
trading books if they choose). 
This is the most developed of 
the various plans but also the 
one that is most stalled. 

It is planned as a comple- 
ment to the EC’s investment 


The result the capital 
adequacy directive is 
on the shelf 


services directive, which would 
give investment firms a “single 
passport” to operate through- 
out the Community, similar to 
the single passport available to 
banks. Yet the ISD is bogged 
down amid dispute over the 
future structure of Europe's 
investment markets. The 
result the capital adequacy 
dire ct iv e Is on the shelf. 

The second initiative is from 
the Basle group, which has 
extended its review of bank 
capital to in c lude market risks. 
These inclu de the risks inher- 
ent in securities portfolios held 
by banks. Last autumn, the 
Basle regulators met the pro- 
genitors of the third and final 
attempt at a capital adequacy 
standard: the International 
Organisation of Securities 
Commissions (Iosco), the 
grouping of securities market 
officials and regulators. At that 
meeting, the bank and securi- 
ties regulators agreed to pro- 
ceed together. Agreement 


seemed only a matter of time. 

Until this spring, that is. A 
second meeting between bank 
and securities regulators, at 
which a common approach was 
to have been ratified, was 
called off when the securities 
regulators got cold feet over 
the plans. The authorities from 
several countries decided they 
wanted more time to consider 
the proposals. It will not be 
clear until this autumn 
whether the discussions 
between the hanking and secu- 
rities authorities are back on 
the rails. 

Meanwhile, there have been 
more signtfu-gnt achievements 
in the second concerted multi- 
national initiative to reduce 
risk in the securities markets: 
the upgrading on national set- 
tlement arrangements. The 
objectives set by the Group of 
30 for settlement systems have 
In many cases yet to he 
attained, and the timetable 
established by the group is in 
danger of slipping in places 
(notably the UK, Spain, Italy, 
Australia and Hong Kong). 
However, the first significant 
target is now in sight in most 
countries: the adoption of a 
rolling settlement 

Further ahead, the final abo- 
lition of risk from the settle- 
ment process could prove more 
difficult than is currently 
acknowledged. Only when 
stock and cash change hawfo 
simultaneously, and when each 
side can guarantee good deliv- 
ery, will the goal of “deli very 
versus payment” (commonly 
known as DVP) be achieved 
There are many models for 
DVP, but few seem to offer an 
absolute assurance. Until they 
do, settlement will continue to 
he an area of risk in securities 
markets. 

Multinational agreements, 
such as those on capital and 


settlement, are not the only 
way forward. As the discus- 
sions on capital show, such 
debates move slowly if at all 
and competitive and political 
considerations often get in the 
way of final agreement Bilat- 
eral developments could help 
to fill the gaps. 

Bilateral arrangements 
already proliferate in the area 
of enforcement A network of 
memoranda of understanding 
between various national regu- 
lators has been developed in 
recent years, providing a 
framework within which sus- 
pected international securities 
frauds can be pursued. The 
network is not complete: too 
often, the information trails 
being followed by investigators 
end at the brick wall of an off- 
shore financial centre. 

Mr James Jones, chairman of 
the American Stock Exchange, 
says bilateral deals between 
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be preferable if things could be 
done on a multinational front. 
But we are more likely to see 
bilateral agreements," he says. 

Arras for agreement mi g h t 
include mutual recognition of 
listings and accounting rules, 
for example. 

Agreement between the US 
and Canada and, in the future, 
between the US and Mexico 
wyl put pressure on others to 
liberalise, says Mr Jones. In 
ram, liberalisation moves in 
Europe- will put further pres- 
sure on the US. v 

Sudi competitive pressures 
could prove more effective to 
taingmg about greater Interna- 
tional agreement on regulatory 
“ S ’ ambitious, 
multilat eral schemes. 

Richard Waters 
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REGULATION spars 
innovation; nowhere is th<« 
mass tme than : in the world of 
financial engineering. While 
the: wildest designs of the 
finaa^ engineers Jxave. fieled 
with' the boom years of the 
tSGOf^-theie-are still plenty of 
Imjfers for tailored financial 
instruments. 

.. Tax and accounting anoma- 
Hes, particularly in the distinc- 
tion between debt and equity, 
remain a rich source of mate- 
rial. Regulation of the banking 
-system, with the imposition of 
strict capital ratios which 
International hanks ' must 
adh ere t o, has also created an 
industry designing new capital 
structures. 

Elsewhere, the technology of 
derivative financial instru- 
ments is being applied to 
small, private deals which offer 
investors protection against 
anything from volatility on the 
currency markets to the price 
of pork-bellies. 

Howe ver, the most widely 
applied structures are instru- 
ments which, share some of the 
features of debt and some of 
the features of equity. They are 
instruments which cut balance 
sheet gearing bat cost the 
issuer far fess than common 
stock. The challenge is to 
design an instrument which 
looks like equity and is for the 
purposes of accounting, but 
qualifies as debt for the pur- 
poses of tax. 

Perhaps the simplest debt / 
equity hybrids are convertible 
bonds, such as the convertible 


capital bonds Issued by UK 
companies including Sains- 
bury, British Airways and 
Tesco. 

The bonds give investors the 
right to convert into ordinary 
shares at alow premium to the 
current market price, rnaMwg 
conversion highly likely. 

The bonds are highly subor- 
dinated. giving the holders 
something akin to equity risk. 

This combination of factors 

has convinced accountants 
that the bonds can be 
accounted for as near-equity 
from tiie date of issue. Looked 
at from an economic perspec- 
tive, rather than the legal per- 
spective favoured by the tax 
authorities, the bondholders 
rank behind other creditors in 
the event of default Yet if the 
issuer remains a going con- 
cern, the likelihood is the 
bonds win be converted into 
equity. 

However, in other jurisdic- 
tions, debt/equity hybrids are 
more complex 

The main US instruments 
are auction market preferred 
shares (AMPS). The interest 
rate on AMPS is set through a 
regular remarketing or “auc- 
tion'’ process. At each auction, 
investors have the right either 
to seD the bonds back to the 
intermediary which issued the 
notes (the remarketing agent) 
or demand a higher rate of 
interest 

From a tax perspective they 
are not true hybrids, since 
interest payments are not tax- 
deductable for the issuer. But 


.they are true hybrids when 
looked at from the economic 
perspective. Because of the 
remarketing process, the cost 
of capital rises when the issuer 
is In trouble - just like debt 

One issuer to face the reality 
of this situation was Rank 
Organisation, which opted to 
repay its 8200m AMPs from 
straight borrowings when a 

reduced credit rating made the 
Instruments too expensive to 
fi K*infann. 

However, the search for tax- 
efficient capital has been most 
urgent among the world's 
banks as they struggle to meet 
the gnfdoHngs on capital 
adequacy. 

The Basle Committee guide- 
lines set down capital ade- 
quacy standards, specifying a 
minimum ratio of capital to 
assets, which are being phased 
In by 1993. Total capital must 
reach 8 per cent of assets. 

Of the 8 per cent half must 
be Her One or “core" capital, 
comprising equity and nan-cu- 
mulative perpetual preference 
shares. 

The remainder must be a 
mix of Upper and Lower Tier 
Two capital, comprising subor- 
dinated debt instruments, pro- 
visions and revaluation 
reserves. The distinction 
between Upper and Lower Tier 
Two capital has proved a rich 
vein of material with which 
financial engineers have 
worked. 

In the past two years, many 
banks have turned to the Issue 
of another complex auction- 


based structure - variable rate 
notes - to fulfil Tier Two 
requirements. The structure is 
similar to AMPS in the US. The 
difference Is that at each stage 
the VRN investor has the 
option to reject the new cou- 
pon and put (or sell) the bonds 
haq > to the remarketing agent, 
a feature which provides syn- 
thetic liquidity. 

However, the remarketing or 
auction process is fragile in 
times of stress. For if no agree- 
ment on coupon is reached, the 
note reverts to a "back-stop” 
margin above the London 
interbank offered rate and the 
put option ceases to operate. In 
theory, the back-stop margin is 
set at a high enough level to 
compensate investors for the 
□liquidity of the bonds under 
such circumstances. 

However, for the first half of 
this year all $8bn VRNs in 
issue were at the back-stop. 
Many investors - often corpo- 
rate treasurers - who bought 
the bonds on the basis of the 
three-monthly put option in 
the belief they were an accept- 
able substitute for money mar- 
ket instruments, are now left 
hnMing illiquid paper. 

The episode, like the prob- 
lems in the AMPs market, 
serves to illustrate that engi- 
neered financial structures can 
be fragile. Little wonder that 
regulators such as the Basle 
Committee and the UK 
Accounting Standards Board 
are concerned that regulation 
should not lead to prolifera- 
tion. 


JAPAN 


Tentative recovery stalls 


1 . T.i I-JV. ; 




ALL is still not well in Japan's 
financial markets. A tentative 
recovery in confidence this 
year, following last year’s 
bruising stock market collapse, 
has been punctured in recent 
weeks as a spate of financfal 
scandals have sent share prices 
falling a gain. 

High Interest rates, intro- 
duced in response to asset 
price inflatio n, triggered a col- 
lapse in the Tokyo stock mar- 
ket last year. This brought an 
abrupt end to five years of 
rapid international expansion 
by Japanese financial institu- 
tions. 

This rise in short-term inter- 
est rates fn Japan, . and falling 
interest rates in the US, have 
reduced the outflow of Japa- 
nese portfolio savings. Japa- 
nese portfolio outflows fell tv 
973bn in 1990, compared to 
1989, to just 39.7bn. Japanese 
Investors were net sellers of US 
securities. 

This may signal an end to 
the diversification of Japanese 
financial institutions into for- 
eign securities - which has 
sustained Japanese portfolio 
outflows since 3985 - accord- 
ing. to the recent Ban k f or 
International Settlements (BIS) 
annual report 

Life insurance companies’ 
foreign securities holdings rep- 
resented 30 per cent of their 


total securities portfolio at the 
end of 1990, down from almost 
34 per cent at the end of 1989. 

Meanwhile the stock market 
collapse has caused serious 
problems for banks in meeting 
the minimum capital adequacy 
ratios set in 1988 by the Basle 
committee on banking supervi- 
sion of the BIS. 

The BIS standards required a 
minimum capital-asset ratio of 
7.28 per cent at the end of 1990, 
rising to 8 per cent by 1992. 
Last year’s crash knocked 
more than 50 per cent off Japa- 
nese banks’ unrealised gains 
on their equity holdings, 45 per 
cent of which they are allowed 
to count as official capital. 

Almost all Japan’s leading 
banks had reached the 
required BIS standard in 
March 1991 by issuing subordi- 
nated debt and. reining back 
their asset growth. But recent 
falls in the Tokyo stock mar- 
ket, in the face of a series of 
financial scandals Involving 
the Japanese securities indus- 
try, mean that the banks are 
again under pressure. 

Mr Shijuro Ogata, former 
deputy governor of the Japan 
Development Bank and now a 
director of Barclays Bank, does 
not expect a recovery in the 
activity of Japan’s financial 
institutions this year. “If banks 
try to raise new capital the 


stock market wfll not bear it,” 
he said. 

Mr Yoh Kurosawa, president 
of the Industrial Bank of 
Japan, confirms that the latest 
scandals have damaged the 
prospects for Japan's banks, as 
well as the securities compa- 
nies directly involved in the 
illegal practices. “Our neigh- 
bours' misfortune is our own 
misfortune.” he raid 

Mr Kurosawa said that as a 
result of the stock market's 
continued weakness the Indus- 
trial Bank of Japan would not 
be able to have a rights issue 
this year. He does expect asset 
growth in 1991 to top 2 per 
cent 

“If the stock market recovers 
and we can do a rights issue 
then we may take a bit more of 
an aggress i ve position than we 
are doing,” he said. Even then 
the BIS roles will continue to 
constrain the banks’ interna- 
tional lending. “We could not 
be aggressive like in 1985 
- that was too much." 

As a result, the Japanese 
banks have become more prof- 
it-conscious and are stressing 
the quality, rather than 
growth, of their asset portfo- 
lios. They are also raising their 
profile in securities activities 
overseas, such as Eurobond 
underwriting and selling and 
fixtures trading, to gain experi- 


ence in advance of the expec- 
ted liberalisation of the Japa- 
nese securities industry. 

At present only foreign 
banks are permitted to engage 
in securities business in Japan 
through their subsidiaries. 
Domestic banks are prevented 
from doing so by Article 65 of 
the Securities and Exchange 
Act, Japan’s version of the US 
(Bass Steagall Act 

In recent years, the hanks 
have pressed far this law to be 
reformed but the securities 
industry remains opposed to a 
full-scale deregulation. The 
Ministry of Finance is expected 
to propose legislation by the. 
end of this year. 

So far, the securities compa- 
nies have grudgin g l y agreed to 
banks’ subsidiaries engaging in 
certain primary securities 
activities from 1993 - lead 
managing publicly-placed 
bonds and equity-linked instru- 
ments, and issuing privately- 
placed bonds. 

The banks reply that under- 
writing without broking is 
meaningless. Mr Kurosawa 
said that with no 
business there could be no _ 
mary business. “You cannot 
issue bonds to clients but then 
not be able buy them back if 
they want to sell” he said. 

Edward Balls 


THE recession in many of the 
developed economies over the 
past year has made portfolio 
exposure to the fast-growing 
economies of Asia »nd Latin 
America desirable for many 
international investors. 

While the stock markets of 
the developed world have stag- 
nated, many emerging markets 
are forging ahead. So far this 
year the Mexican stock market 
has risen 55.8 per cent, the 
Malaysian stock market 20 per 
cent and the Brazilian stock 
market a staggering 138 per 
cent 

Historically, the Asian mar- 
kets have attracted most inter- 
est because of the prodigious 
rate of economic growth which 
has been sustained by the 
economies. In 1981, the Asian 
stock markets only accounted 
for 43 per cent of the total mar- 
ket capitalisation of all emerg- 
ing markets, according to t he 
International Finance Corpora- 
tion, the private sector financ- 
ing arm of the World Bank. By 
last year, this had risen to 72 
percent 

As a result, there has been a 
steady flow of companies from 
the region offering eqnity- 
Iinked debt, in the form of 
either warrant bonds or con- 
vertible bonds, to international 
investors. 

Hie most active have been 
Korean companies, not least 
because the Korean stock mar- 
ket is still closed to foreign 
investors. But others to have 
issued equity-linked interna- 
tional debt securities Include 
Taiwanese, Indonesian and 
Thai companies. 

Not all of the deals have 
been a sparkling success. In 
particular, the four rrafanamaw 
equity-linked debt offerings 
launched in April seemed to 
saturate the market For exam- 
ple, PT Indorayon's $60m con- 
vertible offering was launched 
at par in April but was trading 
at a price of 85 bid by June. A 
com bination of too new 
paper and a poor performance 
by the TndnnBiaan stock mar- 
ket were blamed. Indonesian 
share prices have fallen by 
nearly 20 per cent this year. 

This underlines that appetite 
for emerging market exposure 
is still something of a niche 
business in the context of 
international securities trading 
as a whole. It is also a 
reminder that many emerging 
stock markets are highly vola- 
tile. But in many markets out- 
side regulation prevents direct 
investment by overseas inves- 
tors in equity markets, so 
international equity-linked 
bond offerings provide the only 
route of access. This is slowly 
changing. From January 1 next 
year, foreigners will be able to 
buy up to 19 per cent of a Kor- 
ean company. The Taiwanese 
authorities are also slowly lib- 
erating their stock market. 

This may slow the flow of 
equity-linked debt But even 
where direct Investment is 
allowed, problems of liquidity, 
settlement and volatility make 
international bonds an attrac- 
tive proxy. 

Hie markets of Latin Ameri- 
can have not kept pace with 
those of Asia, hi 1981, Latin 
American markets made up 46 
per cent of aH emerging mar- 
kets by capitalisation. By 1990, 
this had fallen to just 17 per 
cent 

However, borrowers - both 
sovereign and corpo- 
rate - from Latin America 
have undergone something of a 
rehabilitation in the interna- 
tional marketplace In the past 


IF 1990 was the darkest year in 
Wall Street history, when earn- 
ings plummeted, losses 
mounted and thousands lost 
their jobs, 1991 is proving a 
welcome tonic for the nation’s 
beleaguered securities houses. 

So far this year earnings 
have recovered, losses have 
been pinned back by restruct- 
urings and the flow of redun- 
dancies has begun to abate. 
Analysts estimate that when 
the US securities industry 
reports its second -quarter 
income thin month, total pre- 
tax profits for the first half of 
the year will have reached 
somewhere between $2.25bn 
and S2.5bn. That would be a 
dynamic im provement on 1990, 
when securities firms made 
their first loss in 17 years. H 
would also come close to 
matching their best year of 
1987, when $2.7bn was earned 
in the first six months. 

Evidence of this rebirth can 
also be seen in how well shares 
In broking houses have done 
since January. According to 
Birinyi Associates, the New 
York research firm, stocks of 
the leading publicly-owned bro- 
kerages rose 46 per cent in the 
first half of the year, which 
made the broking sector one of 
the top five performers over 
the six-month period. 

In contrast, the Standard & 
Poor's 500 index, the best indi- 
cator of wider market perfor- 
mance, rose by 12.4 per cent 
The gains in broking house 
stocks have been a direct 
result of the strength of the 
overall market and the 
Increase in trading volume, 
which has generated greater 
income for Wall Street houses. 

One of the best performers 
has been Merrill Lynch, the 
biggest US securities house 
and a traditional bellwether for . 
the industry. Early this year, 
Merrill's stock was at a low of 
just over $19 amid fears of a 
prolonged bear market and ris- 
ing costs. Yet by mid-year the 
Price had more than doubled to 
just under 94a Merrill's profits 
in the first quarter rocketed 
338 per emit to 1181m. 


WALL STREET 


A welcome tonic 


In spite of the weakness in 
the stock market in the second 
quarter, analysts expect 
another set of impressive fig- 
ures from Merrill for the April- 
June period, primarily because 
of the big increase in domestic 
bond and equity underwrit- 
ings. Between January and the 
end of June, US companies 
raised a record $26L3bn in new 
capital, a 59 per cent increase 
on the first half of 1990. The 
bulk of the new issues were 
launched in the second quar- 
ter. Merrill earned a large 
chunk of that business, acting 
as lead underwriter for S48£bn 
in new issues, making it by far 
the biggest deal handler on 
Wall Street 

All the Mg brokers have ben- 
efited from the explosion in 
new issues, with Gol dman 
Sachs, Salomon Brothers, 
Shearson Lehman, First Bos- 
ton, and Kidder Peabody each 
underwriting issues worth 
more than $20bn in the first 
half of 199L The finance offi- 
cers of corporate America have 
rushed to the market to raise 
r-awh because of the strength of 
bond and equity prices which 
has enabled issuers to get more 
for their new securities - and 
the belief that interest rates 
have reached a floor. 

Wall Street, however, cannot 
count on the number of new 
issues keeping pace in the sec- 
ond half of the year. Hie appe- 
tite of institutions for new 
paper is dwindling as rash 
reserves diminish, and by fate 
June there were signs that bro- 
kers were having trouble plac- 
ing new stock and bonds. 

Investment management has 

been another area where Wall 
Street firms have done welL 
Millions of pounds spent on 
advertising to persuade 
Americans to place their 


money with brokers has paid 
off. Fee-based Income; previ- 
ously neglected by many brok- 
ing houses, has became a vital 
contributor to balance sheets. 

Other areas of success 
include asset and mortgage- 
backed securitisation, and debt 

financing. The success of Mer- 
rill Lynch in the latter has per- 
suaded the likes of Salomon 
Brothers, Goldman Sachs and 
Bear Stearns to expand their 
debt transactions operations. 
Even the much- maligned junk 
bond market has experienced 
something of a revival, while 
the even more maligned real 

The finance officers 
of corporate America 
have rushed to the 
market to raise cash 

estate market is showing signs 
of life, with Morgan Stanley 
and Merrill Lynch this year 
setting up big institutional 
funds to invest In cheap prop- 
erty assets. 

. The growth In income from 
trading, investment manage- 
ment and equity and bond 
offerings has helped offset a 
precipitous decline in earnings 
from mergers and acquisitions 
(M&A) business. According to 
Securities Data, the financial 
research group, US businesses 
were the target of 1,999 deals 
totalling $57-3bn in the first 
half of this year, down 44 per 
cent on the first six months of 
1990 - itself a quiet year. 

A combination of heavy debt 
loads (much of it related to pre- 
vious acquisitions), a shortage 
of credit, poor economic trad- 
ing conditions and an uncer- 
tain economic outlook kept 
mergers and takeovers to a 
minimum. There are few indi- 


cations yet that domestic M&A 
business will pick up soon, 
especially as the debt burden 
on corporate America shows 
no sign of easing. 

While Merrill Lynch has 
prospered in the past year, two 
other hig names have only just 
begun to recover from the 
disasters of the late 1980s, 
Shearson Tubman and pruden- 
tial-Bache are both owned by 
non-broking parents - Shear- 
son (now renamed Lehman 
Brothers) by American 
Express, and Pro-Bache (how 
renamed Prudential Securities) 
by the giant insurance com- 
pany, Prudential Both firms 
have proved a drain on 
resources for their parents. 

Pru-Bache’s a t tem pt to trans- 
form itself into a leading 
investment bank was a failure. 
Prudential's estimated 91bn 
investment in its securities 
subsidiary led to losses of $51m 
in 1989 and 9250m in 199a The 
losses stemmed from ill-ad- 
vised expansion in four key 
areas: investment banking, 
limited partnerships, risk arbi- 
trage and Canadian finance. 

Since those' losses, Pruden- 
tial has installed its own man 
as head of its securities unit a 
flexing of parental muscles 
echoed at Shearson where 
American Express has begun 
to "ttgwHee greater control over 
the country’s second-hugest 
brokerage firm. The 9915m loss 
in the first quarter of 1990 
forced American Express to 
drop its plan to give Shearson 
more freedom and buy the bro- 
ker outright, in the process 
investing some $L35bn. 

The loss of independence at 
Pru-Bache and Shearson was a 
big blow to Wall Street's 
morale and although both 
firms have been helped back to 
profitability by favourable 


market conditions, it will be 
some time before the two firms 
regain their lost confidence- 

while revenues are up on 
Wall Street, on the cost side 
the restr u cturing programmes 
forced upon the industry in the 
past few years have begun to 
bear fruit. More than 70,000 
jobs have been shed within the 
industry since 1987, helping 
firms hue much of the excess 
fat put on during the 1960s 
boom years. 

Yet there is still overcapac- 
ity in some areas, most notahty 
in back office clearing and set- 
tlement operations. The big 
houses have been restructur- 
ing the back office in an 
attempt to bring costs down 
and improve efficiency. Some, 
such as Salomon and Paine 
Webber, have moved their 
operations out of expensive 
Manhattan, white others have 
talked of back office mergers 
with their competitors. 

There is also overcapacity at 
a market level, particularly in 
the government bond markets 
where 40 securities houses 
enjoy the status of “primary 
dealer", those who trade 
directly with the Federal 
Reserve. The intense competi- 
tion among primary dealers 
has squeezed margins and cut 
earnings. Although six firms 
have relinquished their dealer- 
ship privileges in the past 18 
months, analysts believe there 
is room for at least anothe r 
half-dozen withdrawals. 

Overall, 1991 has been good 
to Wall Street But few securi- 
ties firms are counting their 
chickens. Part of the improve- 
ment has stemmed from strong 
mark et c onditions, and part 
from Structural rtmtig na within 
the industry. While the bene- 
fits of the latter should prove 
long-lasting, securities firms 
cannot rely, on market condi- 
tions remaining favourable, 
especially when the economy 
is still struggling to pull out of 
a recession that has been 
deeper and longer than anyone 
expected. 

Patrick Harverson 


■ EMERGING MARKETS 

Forging ahead in 
difficult times 
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r. According to research by 
>mon Brothers, capital 
flows into Latin America have 
grown from $5bn in 1989 to 
over 9l3bn for 1990. 

Mexico has been the at the 
forefront of the resurgence. 
The Mexican economy was the 
largest recipient of new capital 
flows in 1990, with a total of 
88.4bn invested, enough to 
cover the nation’s projected 

Outside Mexico, large 
borrowings have been 
few, although the 
volume of small 
private placements 
has risen 


current account deficit twice 
over, say Salomon Brothers. 

However, to have access to 
the international capital mar- 
kets, a Latin American issuer 
has to be at the top of its 
industry, finanmaHy strong, 
and a large generator of dol- 
lars. This mram that there are 
only a dozen or so eligible 
names in Mexico, still more 
thaw in most other T.ntfti Amer- 
ican companies. 

Pemex, the Mexican state oil 
company, has led the way with 
Eurobond issues in D-Marks, 
Austrian aehfUfng B, dollars a nd 
Ecu, as well as a US domestic 
bond offering. 

Despite this track record, 
Pemex still has to pay a pre- 
mium for international funds. 
The company’s Ecu75m three- 
year issue, launched in early 
July, carried a coupon of 11% 


per cent. Top-rated corpora- 
tions from Europe and the US 
pay substantially less. For 
example, a three-year issue 
launched by Asea Brown Bov- 
erei, the Swedish-Swiss engi- 
neering group, at about the 
same time carried a coupon of 
just 9% per cent 

But the range of available 

instruments and the range of 

investors willing to back Mexi- 
can companies is broadening 
all the time. 

The position of Mexican 
companies was aided by Tel- 
mex, the formerly state-owned 
telecommunications company, 
which raised 92bn from inter- 
national investors in one of the 
largest ever international offer- 
ings of equity. 

The transaction was rated a 
success by most observers, in 
particular, 800m shares were 
sold into the normally risk- 
averse US market This trans- 
action and the planned free- 
trade agreement with the US 
and Canada will do much to 
bring Mexico back into the 
mainstream of international 
finance. 

Outside Mexico, large bor- 
rowings have been few, 
although the volume of small 
p ri vate placements has risen. 
Chile, perceived as a stranger 
credit than Mexico, has been 
little in evidence, doe to the 
country's well-developed 
domestic markets. 

Chile’s top companies can 
raise funds for as long as 12 
years domestically for a mar- 
gin of only a couple of basis 
points above the dollar Loudon 
interbank offered rate: a fund- 


ing level which most compa- 
nies elsewhere in the world 
would envy. 

Rates in Chile became very 
tight because of the growth of 
pension funds, which were 
restricted to domestic instru- 
ments. As their demand for 
paper could not be met by 
domestic Issuanc e, there has 
been some relaxation of the 
rules. 

Chilean companies have lit- 
tle incentive to borrow outside 
their own market. However, 
Compania de Telefonos de 
Chile (CTC), the telecommuni- 
cations company, issued nearly 
$100m of shares as American 
Depository Receipts on the 
New York stock exchange last 
year. 

Petroleos de Venezuela, the 
Venezuelan oil company, 
raised DM200m fast October. 
But Venezuelan companies are 
generally less well known 
internationally, and the eco- 
nomic f hviHarnftntiilg are leSS 
favourably perceived. 

In other countries such as 
Brazil, Argentina and Colom- 
bia, stiQ facing economic prob- 
lems, there have been mainly 
small privately-placed deals, 
usually for less than Sffim. 

However, Petrobras, the Bra- 
zilian state-owned oil company, 
recently broke this pattern 
with a S200m international 
bond issue lead managed by 
Chase Manhat tan The success 
of the deal underlines the 
extent to which Latin America 
is stimulating interest among 
international investors. 

Simon London 
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^ockrake goes into 
i^pluntary liquidation 


Moody’s downgrades six US insurers 



min 


in an effort to return excess 
cash to shareholders in a tax- 
efficient manner. Stocklake 
■Holdings, the overseas trading 
group, is going Into voluntary 
liquidation. Investors will also 
receive shares in Adam & Har- 
vey, Which owns the trading 
activities of Stocklake and 
which wifi seek a Stock 
Exchange listing, and in Rea 
Brothers Group, the listed mer- 
chant bank. Maggie Urry exam- 
ines the structure of the deaf. 
Page 18 


By Nikki Taft in New York 

CONCERNS over the health of 
the US life insurance Industry 
seem likely to be fuelled by the 
decision of Moody's, one of the 
large Wall Street rating agencies, 
to downgrade six big insurance 
companies. 

Announcing its decision at the 
weekend,- Moody's cited “the on- 
going deterioration of commer- 
cial real estate values, which will 
increase underperforming real 
estate loans and investments". 
About one-fifth of the life indus- 
try's investments are held in 


property-related assets. “Earn- 
ings will be under pressure, and 
capital formation will be slow at 
those companies with significant 
real estate exposure," it com- 
mented. 

The downgradings cover John 
Hancock Mutual Life Insurance, 
the 10th- largest Me company In 
the US; Massachusetts Mutual, 
ranking 15th; Principal Mutual, a 
leading player in the pension and 
group health sectors; Mutual Life 
Insurance Company of New York; 
New ifri glftnri Mutual Life Insur- 


Mpride of a down 

A3& per cent decline in first-hall profits is not 
usually a cause lor celebration in most compa- 
nies; but at Banco Esparto! de Credito (Ban- 
esto), one of Spain's largest commercial 
banks, the fall wilt, be viewed as a healthy 
dqvefopmenL Last year, Banes to boosted prof- 
its from the sale of part of its large cement 
hofilnga. Banesto said its fee income in the 
first half of 1891 had actually increased 45 per 
cent Peter Bruce reports. Page 17 


Tales of the unexpected 

Gilt prices took a tumble last week following 
the unexpected announcement of a £1bn 
($l.6bn) tranche of UK government bonds In a 
far from popular maturity range. The 
announcement,- although part of an already 
revealed plain to fund the government's deter- 
iorating public sector account, served up a 
reminder of the susceptibility of the market to 
new funding issues. Peter Marsh reports. 
Page 18 


Euromarkets put on brave face 

The news that the British Office of Fair Trading 
Is making what it terms a 'polite inquiry' into 
new Issue practice in the Eurobond market has 
come at a highly sensitive time for the indus- 
try. Having flourished as an offshore arena, the 
market is trying to define and defend Its posi- 
tion under a new European Community regula- 
tory regime. Simon London reports. Page 19 


N.H. Geotech 
nutures a 
field of dreams 

Andrew Baxter talks to the group’s 
chairman about plans for the future 

A s farmers throughout months of negotiations before the 
Europe and North Amer- two rival companies could reach 
ica prepare for this year's agreement 


ance, with assets of some $17bn; 
and Travelers' Insurance, part of 
the big Travelers composite 
insurance group. 

Moody’s said it was meeting 
several other companies, where 
analyses continued. It stressed, 
however, that future rating 
reductions should be modest in 
magnitude. It also said the "vast 
majority” of its rated insurance 
companies continue to be of 
"exceptional", “excellent" or 
“good” financial strength. 

The recent downgradings leave 


NORTH AMERICAN 

TRACTOR 

MARKET 

Total turnover $4bn 


most of the companies in the A 
category - upper medium grade, 
adequately secured - or better. 
John Hancock moves from Aaa 
(exceptional) to Aa2 (middle of 
the excellent category); Massa- 
chusetts Mutual from Aaa to Aal 
(upper end of excellent); Mutual 
Life from A2 to Baal; New 
England Mutual from Aal to Aa3; 
Principal Mutual from Aaa to 
Aal; and Travelers from A1 to 
A2. 

However, although the down- 
grades are not substantial, they 


come at a time when there is 
every sign of a crisis of confi- 
dence in the industry. 

Last week's seizure of New Jer- 
sey-based Mutual Benefit - the 
largest single insurance company 
collapse in the US - coupled 
with similar moves at a handful 
of other insurers in recent 
months has fuelled questions 
about the adequacy of existing 
insurance regulation. In some 
cases, fear of regulatory interven- 
tion has caused investors to sur- 
render policies. That, in turn, has 








provoked the run on liquid assets 
which has made regulatory inter- 
vention necessary. 

In view of this “confidence 
issue", two of the downgraded 
insurers were quick to respond. 
Principal Mutual c laim ed that 
nothing of consequence had 
changed in its property holdings 
to justify a lower assessment of 
its financial strength. Mutual of 
New York claimed that the rating 
was “totally inconsistent with 
the ratings we have from all 
other major rating services". 
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N.H.Geotech 23% 


Market Statistics 


Base taring rate 

•. 2S . Managed fund service 

21-24 

Euromarket turnover 

■ •- IB ■' IMoey markets . 

2S 

FT-A World indices . 

~2S New ht boot Issues 

18 

FUABDInt bond on 

IB - NfH Tokyo bond index . 

18 

Foreign exchanges 

25 US money ntakst rates 

18 

London recent issues 

25 USbondpricaslyMds . 

IB 

London share, service 

;V -1 

28-27 World stock mkt indices 

28 


in this Issue 


[Aftibspatiale 

17 

Holmes Protection 

18 

Atenta 

17 

Hughes Food Grot^> 

18 

Banco Exterior 

17 

ia 

18 

-Banesto 

17 

Kellogg 


•Sell Atlantic 

17 

Northwest Airlines 

17 

'Black Arum 

18 

Pan Am 

17 

Stowning-Ferris 

17 

Rand Mines 

17 

'Crfidit Lyonnais 

17 

Salomon Brothers 

17 

"peHavilland 

17 

Stefanei 

17 


17 

Stocklake Holdings 

18 

General Motors 

18 

TAV 

17 

_ ■ . 


Tibbetf & Britton 

18 


A s farmers throughout 
Europe and North Amer- 
ica prepare for this year’s 
harvest, a small group of sea- 
soned tractor industry executives 
is embarking on a complex pro- 
cess whose benefits may take 
rather longer to reap. 

It is almost a year since Fiat of 
Italy and Ford of the US 
announced they were merging 
their agricultural and construc- 
tion equipment businesses to 
form N.H. Geotech. Fiat holds an 
80 per cent stake in what Is the 
world’s largest tractor manufac- 
turer, in terms of units sold. 

Staff who have just moved into 
NJL Geo tech’s new world head- 
quarters in west Loudon did not 
even have time to fix the pictures 
to the . walls before their chair- 
man, Mr Giorgio Garuzzo, paid 
them a visit last week. 

In his first interview since the 
deal was completed in May, Mr 
Garuzzo, Fiat's chief operating 
officer, outlined the strategy for a 
group which employs 30.000 
worldwide and had pro forma 
sales of $5bn last year. 

N.H. Geotech combines the 
Ford New Holland range of agri- 
cultural and construction equip- 
ment with its counterparts at 
Fiat Geotech - Fiaiagri agricul- 
tural machinery, Fiatallis earth- 
moving equipment and Fiat-Hi- 
tachi hydraulic excavators. 

Mr Garuzzo, who 1ms a reputa- 
tion as one of Italy's toughest 
managers, made it clear that 
there would be plenty of changes 
over the next few years - 
although not quite in the way 
that some in the tractor business 
had expected 

The merger has had a long, dif- 
ficult incubation. It took 10 


months of negotiations before the 
two rival companies could reach 
agreement 

Anti-trust and legal problems 
in the US held up progress. Spin- 
ning out the agricultural busi- 
ness from Ford's existing “mono- 
lithic structure" in Europe also 
took a long time, says Mr Gar- 
uzzo. 

The uncertainty created by the 
delay opened up a potential mar- 
keting opportunity for competi- 
tors, which at least one in the UK 
said it tried to exploit - largely 
unsuccessfully, Fiatagri claims. 

To make things worse, the new 
company’s markets have plunged 
into recession virtually world- 
wide. In Italy, it is struggling to 
recover from the collapse of Fed- 
erconsorzi, the farm services 
group which Fiatagri used as a 
tractor distribution network. 

Hardly anybody Is making 
money in the world tractor busi- 
ness this year. Fiat Geotech and 
Ford New Holland are each los- 
ing money, says Mr Garuzzo. “So. 
by adding two losers, you get a 
bigger one," he adds. 

But Fiat is sticking to the origi- 
nal strategy behind the deal, 
which is underpinned by longer- 
term trends in the agricultural 
equipment market 

Neither Ford nor Fiat felt they 
were big enough to be competi- 
tive in an increasingly global 
market They faced the choice of 
selling out or making an acquisi- 
tion. “We were going more 
towards acquiring, and they to 
divesting, so we met" says Mr 
Garuzzo. 

Hie deal gives NJL Geotech 20 
per cent of the world tractor mar- 
ket a springboard for a long-term 
assault cm the 50 per cent of the 
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market which remains frag- 
mented. 

But NJL Geotech’s approach to 
getting the necessary financial 
strength varies in one important 
respect from the tractor mergers 
of the 1980s, notably the combina- 
tion of JI Case and International 
Harvester to form the Case IH 
brand. 

The new company plans to 
keep its distribution channels 
and brands separate, concentrat- 
ing its savings on what Mr Gar- 
uzzo calls “industrial synergy in 
the backyard". These are com- 
mon components, research and 
development, and a move 
towards specialised manufactur- 
ing in plants which can serve the 
whole group. 

The retention of two dealer 
networks amazes some of NJL 
Geotech’s competitors in the UK, 
where total unit sales are down 
20 per dent so far this year in a 
market battered by the recession. 
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the European Community’s Com- 
mon Agricultural Policy, and last 
year’s excellent weather. “I just 
can’t believe it - the market 
simply can't support ft," says one 
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Mr Garuzzo counters that the 
savings from merging the (baler 
network - one of the key assets 
for any tractor company - would 
have been minor compared with 
the trouble caused to customers 
used to dftwhng either with Ford 
or Fiat The company also says 
the “double-dealer” issue affects 
only about seven or eight coun- 
tries. 

The situation in the UK is, in 
any case, different to the rest of 
Europe. Fiatagri has just 3J» per 
cent of the tractor market and is 
acquiring a l e ader with 24 per 
cent. N.H. Geotech officials 
believe there is scope to increase 
Fiatagri ’s share that would be 
lost by integrating the brands 
and networks. 


The heavy rationalisation 
behind the scenes is less surpris- 
ing, and haw been an inevitable 
feature of all recent tractor 
industry mergers. Mr Garuzzo 
sees eventual savings of “some 
hundreds of millions of dollars” 
without disturbing the distribu- 
tion network. 

The programme will affect NJ5 
Geotech’s 17 plants worldwide in 
different measure as the com- 
pany reduces duplication and 
encourages specialisation. In 
Europe, the three biggest plants 
are at Modena in Italy, Basildon 
in the UK and Zedelgem, Bel- 
gium. 

Mr Garuzzo said the 2,800 
employees at Basildon "can be 
sure that some rationalisation 
will occur. But if I was one of 
them, I would stay reasonably 
comfortable waiting to see what 
is to happen ... We are not here 
to dose, otherwise we would not 
have done the deaL” 


Economic Notebook 


Dutch welfare disables the economy 


“THE NETHERLANDS is 
sick," Mr Ruud Lubbers, the 
cotibtxy’s prfm « minister, said 
tesL year in a famous lament 
afloat the health of the Dutch 
welfare state. However, a more 
accurate description of the 
Dutch predicament would be: 
“The Netherlands is disabled." 

fffce country faces a disabil- 
ity problem of unprecedented 
proportions. For every six peo- 
ple of working age, there is one 

whq has officially been 
declared disabled or, according 
to the literal translation from 
Dutch; “unfit to work”. 

No country in the world has 
such a large proportion of its 
Potential workforce drawing 
state -benefits. Yet the Nether- 
lands. has a welfare state 
whose generosity is rivalled 
oqly by that of Scandinavia. 
The Dutch possess an enviable 
healthcare system and excel- 
lent health 

*, So what accounts for the 
Dutch dwabtof? The answer is 
widespread abuse of the sys- 
tem, not by individuals faking 
non-existent pain, but by the 
country at huge. The disability 
scheme - known by its ini- 
tials, WAO - has become an 
expensive, but convenient , 
dumping ground for surplus 
workers. As such, it is a huge, 
hidden form Of rrwgmp lnymmt. 

' The Dutch disability prob- 
lem is dHWwiit for outsiders to 
comprehend. Abroad, the word 
“disabled” conjures up images 
ftf 'physical handicaps and 
wheelchairs. In the Nether- 
lands, the incapacitated also 
include people who are 
embroiled in conflicts with 
their employers but who can- 
not be fired because of strict 
Dateh labour laws. 

;The disabled are often people 
who softer from stress caused 
either personal or profes- 
Rooal problems, or both. As 
foany as one-third of all disa- 
Wpty payments are due to psy- 
chological rather than to physi- 
cal, problems. For almost 25 
Tears, the generous disability 



Prime Minister Ruud Lubbers: “The Netherlands is sick' 
scheme has also served, in K is this opm-<md^ pm± of the 


part, as an escape route for 
employers who want to rid 
themselves of troublesome 
workers. 

Financially, the system is 
deemed to be untenable. 
Already, 900,000 people draw 
WAO benefits and the number 
Is forecast to pass the lm mark 
by 1993. This has prompted Mr 
Lubbers’ centre-left govern- 
ment to propose an uncharac- 
teristically radical overhaul of 
the system. . . 

In 1990 alone, the state paid 
out FI 24 bn ($12bn) In disability 
benefits, the si ngle b iggest 
item of social security spend- 


WAO scheme which Mr Lub- 
bers and his cabinet want to 
change. If the controversial 
reforms are adopted, disability 
payments - like unemploy- 
ment benefit - would end 
after five or six years. Thereaf- 
ter, “WAOers" would receive 
much smaller welfare benefits. 

The unions have already 
vowed to create a “long, hot 
autumn" if the proposed 
reforms, unveiled last week, 
are implemented. Leaders of 
the Labour party - which is in 
coalition with Mr Lubbers' 
Christian Democrats - are 
c oming under heavy po litical 
pressure to withdraw their 


ineafter old-age pensions. This pressure to witnoraw tneir 
e 5 uiT ^ Dt to tl^ government’s 


»nniMi budget deficit. 

Recipients of disability bene- 
fit are paid up to 70 per cent of 
their former salary aatiiw 

reach the retirement age trf 65. 


domestic problem facing Mr 
Lubbers and the one political 
issue with enough potential 
force to topple his government 
Official projections show that 


the proposed changes to the 
system could bring savings of 
F14.4bn In 1994. Another goal, 
however, is to create incen- 
tives for people to go bade to 
work, presumably in a differ- 
ent job, if their disabilities 
allow. 

Unlike the Swedish system, 
the Dutch have only a few 
sanctions designed to get peo- 
ple off social welfare rolls. The 
Organisation for Economic 
Cooperation and Development 
recently cited the generosity of 
the Dutch social welfare pay- 
ments and noted that “incen- 
tives to work are low”. 

Far this reason, the govern- 
ment’s attemp ts to build “dis- 
incentives” into the WAO disa- 
bility Scheme are nwnsnal and 
thoroughly “un-Dutch" - 
accounting for the storm of 
criticism over the proposals. 

Significantly, the proposed 
reforms are not based on any 
ideological reassessment of the 
limits of the welfare state, but 
on pure financial need. If the 
Dutch could afford it, the WAO 
system would probably never 
be revised. But the country has 
little choice If it wants to pre- 
serve toe welfare state. 

To do so, the Netherlands 
must increase the number of 
people holding jobs and, more 
importantly, who contribute to 
financing the welfare system. 

In 1963, when the welfare 
state was in its infancy, there 
were three people in jobs for 
every recipient of social wel- 
fare or oblige pensions. By the 
late 1980s, the ratio had nar- 
rowed dangerously to just 
slightly more than 13. 

These figures help account 
for the country’s big budget 
dfrfiHte and its high tevftg and 

social security premiums. 
“Seen through the eyes of the 
economist, these are the most 
important weak spots in the 
Netherlands' economic sys- 
tem," a government report con- 
cluded last year. 

Ronald van de Krol 


US group 
studies 
Tace bid 

By Maggie Urry in London 

THERMO Electron, the US 
environmental group, will this 
week decide whether to 
increase its offer for Tace of 
the UK following the claim by 
Cambridge Electronic Indus- 
tries (CEI) to have won toe bid 
battle for the environmental 
control equipment maker. 

However, Barings, CEI’s 
merchant bank, yesterday 
it was confident that its cli- 
ent's position would stand. 
Late on Friday, CEI announced 
it bad made an increased, rec- 
ommended offer for Tace and 
had irrevocable undertakings 
to accept the bid from holders 
of 50JS per cent of the shares. 

CCF Corporate Finance, 
Thermo Electron’s advisers, 
said yesterday that the US 
group would look at the under- 
takings when CETs n ffor docu- 
ment is published later this 
week, to see if they would 
remain irrevocable in the pres- 
ence of a frighfr or better hlH 
Then Thermo Electron would 
deride whether to Increase its 
offer. _ 

Barings said yesterday: 
“They are irrevocable irrevo- 
cable^ Ttoey were very care- 
fully drafted and signed.” Bar- 
ings said Thermo Electron was 
'free to evaiwipo the details of 
the undertakings. 

CETs offer is of eight sew 
shares for every five Tace 
shares. It values each Tace 
share at &)6p and the grou p at 
{299m on toe basis of a CEI 
price iff 191 ’/ip. Thermo Elec- 
tron’s offer is for 255p in cash 
for each Tace share, worth 
£244m ($40m) in alL 

CETs announcement came 
after the stock market closed 
on Friday. 

Thermo Electron is likely to 
make a statement today 
urging Tace shareholders not 

to take any action until the 
postttan.is dear. 


This announcement appears as a matter of record only. 


Basildon produces 55.000 trac- 
tor engines a year, but the latest 
range would have been the last 
without Fiat’s intervention. The 
deal will integrate that output in 
a worldwide business big enough 
to foianre the next generation, 
Mr Garuzzo suggests. 

For NJL Geotech’s powerful 
shareholders - Ford retains a 20 
per cent stake - the test for the 
new company's strategy will be 
profits. Mr Garuzzo is aiming for 
break-even in the next 18 
months, followed by profit as the 
five- to six-year rationalisation 
programme runs its course: 

Whether N.H Geotech’s ever 
really rakes it in, however, will 
depend, on its ability to exploit 
access to more than half the 1.2m 
unit-a-year world tractor market. 
Here, Mr Garuzzo rites a paradox 
for the new company and all its 
rivals; “The people who need 
tractors have less money to pay 
for them." 


July 1991 
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Shareholders to receive cash and shares 

Stocklake opts for liquidation 


By Maggie Urry 


STOCKLAKE HOLDINGS, the 
overseas trading group, is 
going into voluntary liquida- 
tion in order to return £5.7m of 
excess cash to shareholders in 
a tax efficient manner. 

Investors will also receive 
shares in Adam & Harvey, 
which owns the trading activi- 
ties of Stocklake and which 
will seek a Stock Exchange 
listing, and in Rea Brothers 
Group, the listed merchant 
bank in which Stocklake has a 
4.7 per cent stake. 

Rea Brothers, like Stocklake, 
is part of the Salomon family 
empire held together by cross- 


shareholdings. About half of 
Stocklake's shares are held by 
other Salomon family compa- 
nies. The family has been try- 
ing to simplify the empire 
since the death in 1987 
of its founder. Sir Walter Salo- 
mon. 

Stocklake estimates that for 
every 100 shares held investors 
will receive £133 in cash. 100 
A&H shares and 43 Rea 
Brothers shares. Small share- 
holders can opt for cash 
instead of the Rea Brothers 
shares. 

Using Friday's closing share 
prices of S32p for Stocklake 


and 34p for Rea Brothers, the 
. A&H shares would be worth 
about 184n earh- 

Stocklake says that on a pro- 
forma basis A&H would have 
declared earnings per share of 
59.3p in the year to March 31, 
of which 28-7p cannot be remit- 
ted to the UK, and a net divi- 
dend of lGp. 

That suggests an historic p/e 
of 3.1 or 6 on remittable 
earnings, and a yield of 
7^ per cent. 

The rating is similar to that 
of Stocklake, based on pre-tax 
profits for the year to March 31 
of £&3m (£5.7m) and earnings 


per share of 84p (6&9p), also 
announced yesterday. Turn- 
over was £36 .9m (£38m). No 
final dividend is proposed, 
leaving a total for the year of 

9PJ18PX 

The timetable for the wind- 
ing-up starts with an extraordi- 
nary general meeting to con- 
sider the deal on August 13. If 
approved, the A&H and Rea 
Brothers shares and 90 per 
cent at the cash would be dis- 
tributed on September 16. 

Trading should start in the 
A&H shares on September 17, 
and the remaining «rah nfriy iM 
be distributed on October 30. 


£ 18 m debt 


led Hughes 
Food into 


receivership 


By Chris Tighe 


Holmes investor 
calls for meeting 

By Maggie Urry 


THE DISAFFECTED investor 
group which holds 25.4 per 
cent of the shares of Holmes 
Protection Group, the US-based 
security and alarm group 
whose shares are only listed in 
London, has called for a special 
meeting of shareholders. At 
the meeting the group will put 
resolutions to elect their repre- 
sentatives to the Holmes 
board. 

The group is led by Mr Eric 
Kohn, a former director of 
Holmes, who wants to be chief 
operating officer of Holmes, 
and it proposes that Sir lan 
MacGregor, former boss of 
British Steel and British Coal, 
Should be chairman. Mr Kohn 
says that as well as the 2S.4 per 
cent stake the group has the 
support of holders of another 
14 per cent of Holmes. 

Holmes has been struggling 
to restructure $6im of debt, 
having ftriWi pai-Hpt this year 
to sell a subsidiary. Mr Tom 

Mayer, Chairman, has said that 

the investor group’s actions 
have hindered work on the 
debt restructuring. 


ICI to build paint 
factory In China 


Imperial Chemical Industries is 
to build a £13m paint factory in 
the Guandong province in 
southern China - the first ICI 
manufacturing plant on the 
Chinese mainland. The plant 
will have an annual capacity of 
15m litres. 


Black Arrow halved to £1.87m as 
new investment in industry slows 

By Nigel Clark 


THE LOW level of new 
investment in industry left 
annnai taxable profits at Black 
Arrow, the office fur- 
niture group, down 50 per 
cent at £l.87m, against 

£3. 75m. 

During the year to March 31 
the dry cleaning franchise 
business was liquidated 
and provisions for all fore- 
seeable losses had been 
included in the accounts. 
There was an extraordinary 
charge of £288,000 to cover 
this. 


A further charge of £48,000 
related to the sale of a com- 
pany with an offsetting credit 
of £150,000 from provisions for 
legal costs malting a total 
extraordinary charge of 
£186,000. 

The leering division’s results 
were ravaged by bad debts and 
provisions of aboat £L2m were 
needed. 

Earnings per share came out 
at JLOlp (9.44p). A halved final 
dividend of L6p is being recom- 
mended for a total payment of 
2lp (42tp). 


Mr Arnold Edward, chair- 
man, said that many clients 
had been forced to cancel or 
defer major projects until the 
economy improved. 

Turnover declined to £23. 6m 
(£26 -2m) split as to furni- 
ture manufacturing £21. 7m 
(£23. 5m), leasing and 
instalment finance £1.64m 
(gi-BBm) and retail and fran- 
chising £278,000 (£882,000). 

After tax of £L07m (£L38m) 
and minorities of £55,000 
(£45,000) profit was £745,000 
(£&33m). 


Tibbett bays 
M and S food 
distributor 


Tibbett & Britten Group is 
further reinforcing its UK core 
activities with the acquisition 
of Regional Distribution Cen- 
tre, an Exeter-based company 
which is dedicated to serving 
Marks and Spencer. 

The purchase, for £5.3m 
cash, is from Transfleet Ser- 
vices, which is jointly owned 
by Lex Service and Lombard 
North Central. 

TBG win also tafce over the 
contract for the distribution of 
non-food merchandise to the M 
and S retail stores in the south 
west ■ • 

Current contract turnover is 
about £4m a year. 


General Motors to shed 6,000 in 
North American plant closures 


By Nlldd Talt In New York 


GENERAL MOTORS is to dose 
two assembly plants in North 
America, in Ontario and Calif- 
ornia, with the loss of about 
6,000 jobs overalL The moves 
n o m e as the car manufacturer 
attempts to bring its produc- 
tive capacity more closely Into 
Bwp with liqnanH 

The Scarborough Van Plant, 
in Canada, will be closed 
before the end of summer 1993, 
according to GM. In October 
1989 tiie company announced 
that it would consolidate pro- 
duction of full-sized vans from 
Scarborough and Lordstown, 
Ohio, to Flint in Michigan. 

It said that, after reviewing 


“future product allocation 
plans”, it had decided that 
there was no role for Scar- 
borough. 


The plant employs some 
icing 

sized Chevrolet and GMC vans. 


fau- 


lt emplc 
2,700 people, proaui 
ized Chevrolet and C 
The Californian plant, at 


Van Nuys, will stop operating 
12 model 


next year when 1992 
year «*rHne production is fin- 
ished. At present, the plant 
employs 2,600 people, with a 
further 900 currently “on lay- 
off*. 

GM said it had originally 
hoped to convert the facility to 
a flexible assembly plant but 
that bad not proved feasible. 
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Residential Property 
Securities No. 1 PLC 

’ ■ » ■ . -.1 • V. 

' £ 200 , 000,000 ’ 

Mortgage Backed Floating Rate Notes 2018 


Notice of Partial Redemption 

S.G. Warburg Sc Co. Ltd. announce due Notes for the nominal amount 
of £8,300.000 hare been drawn for redemption on 22ad August, 
1991, in aocordance-with Clause 5(b) of the Terns and Conditions 
of the Notes. 

The distinctive numbers of die Nous drawn, are as foflowv- 


6 

29 

J1 

74 

98 

120 

.143 

165 

189 

211 

235 

257 

279 

303 

325 

348 

370 

393 

417 

439 

462 

485 

JOS 

530 

552 

576 

599 

622 

644 

666 

690 

. 824 

847 

869 

892 

916 

938 

961 

983 

1006 

1029 

1050 

1073 

1097 

1119 

1142 

1164 

1187 

1210 

1232 

1255 

1278 

1302 

1324 

1347 

1369 

1392 

1416 

1438 

1461 

1483 

1506 

1529 

1551 

1574 

1598 

1620 

1643 

1665 

1689 

1711 
19 39 

1735 

1962 

1757 

1985 

1779 

1803 

1825 

1848 

1870 

1893 

1917 


On 22nd August, 1991 there will become due and payable upon 
presentation of each Note drawn for redemption, the principal amount 
thereof, together with accrued interest to said date, at the office of:- 

S.G. Warburg & Co. Ltd. 

2 Finsbury Avenue, London EC2M 2PA 
or one of die other paying agents named on the Notes, 
fntcresr will cease to accrue on the Notes called for redemption on az»d 
after 22nd August, 1991 and Notes so presented for payment should 
have attached all Coupons ma curing after that dote. 
£140,900,000 nominal amount of Notes wifl remain outstanding 
after 22nd August, 199L 


22nd July, 1991 
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NOTICE OF PREPAYMENT 


V5TERRE9CHI5CHE L'ANDERBANK = 
AKTIENGESELLSCHAFT 


Yen 5,000,000,000 


Boating Rate Notes 1992 (the "Notes*) 

In accordance with the Condition 5(A) of the Terms and 
Conditions of the Notes, notice is hereby given that 
Osterreichische Landerbank Aktiengesellschaft will, on the 
interest payment date faffing in September 1991, redeem all 
the outstanding Notes at their then Redemption Amount. 

Payment of Interest and reimbursement of Redemption 
Amount will be made in accordance with the Terms and 
Conditions of the Notes. 

Vienna, 22nd July, 1991 

Osterreichische Landerbank Aktiengesellschaft 

Am Hof 2 

A-1010 Vienna 

Austria 


4 

Nationwide A 

(Incorporatedm EngLm 

Subordinated Float 

For the three months 17th Ji 
will carry an interest me of 
of GBP 294.59 per GBP 10,(X 
Lisced on the L 

L Nationwide 

7] Anglia ar 

r 1 - — * 

80, 000,000 

riglia Building Society 

unoer Ad Building Sealeries Act 1986) 

ting Rate Notes due July 1998 

fly, 1991 to 17d» October, 199J the Notes 
'!%% per annum with a coupon amount 
ONoie, payable on 17th October, 1991. 
ixembourg Stock Exchange. 

BV Bankers Trust 

Li Company, London 

Agent Bank 


French constructor sells Davy stake 

By William Dawkins In Paris 


Spie Batignolles, the con- 
struction and plant engineer- 
ing unit of France’s Schneider 
group, has accepted Trafalgar 
House’s offer for its 145 per 
cent stake in Davy Corp, the 
troubled UK engineering 
group. 

As expected, Spie Batignolles 
win take a FFr220m (£2L9m) 
loss on its Davy shares, for 
which it has made provision of 
FFrlOOm in last year’s 
accounts. Trafalgar House’s 


95p per share offer values Davy 
at £114m and Spie Batignolles’s 
stake at £16.53ni- The French 
company bought its stake in 
Davy for 235p per share 15 
months ago, in exchange for its 
Cledm metallurgical engineer- 
ing subsidiary. 

Spie Batignolles has already 
warned that the Davy setback, 
the economic slowdown and 
doubts over the payment of 
some contracts could adversely 
affect this year’s profits. 


An £18m debt led to 
Hull-based Hughes Food 
Group bring placed in recriv- 
aship last Thursday. 

The USM-qnoted food supply 
and services group was placed 
in the hands of Coopers and 
Lybrand Deloitte following 
discussions between the 
group’s directors and a syndi- 
cate offenders, comprising UK 
and overseas banks and led by 
s«wm»i Montagu. 

Since Mr Henry Roberts, for- 
merly a sailor exe c uti ve with 
Grand Metropolitan, was 
appointed chairman and chief 
executive of Hughes last Octo- 
ber, the group has made a 
number of disposals of non- 
core businesses acquired dur- 


ing the swift expansion which 
foil 


Lowed its arrival on the 
USM In July 1986. 

But an attempted restructur- 
ing involving a debt to equity 
co n version proved unsuccess- 
ful and when flraHwg a in the 
group’s stares were suspended 
last Wednesday they stood at 
4p. They were originally 
placed at 20p and peaked at 
157p in 1987. 

Mr Mlk<> Moore, m* of the 
two joint administrative 
receivers, said 17 of the 22 
companies which comprise the 
group were not subject to 
insolvency proceedings. He 
hoped to sell them as profit- 
able going concerns. “Essen- 
tially we have here a good 
company trading at a profit 
but which is having to service 
a debt burden created by pre- 
vious management problems,” 
he 

No redundancies are 
planned at present among the 
group’s 700 employees, work- 
ing in companies in ~Rn gi«ifl, 
Scotland, and Northern 
Ireland. The receivers said 
they were already getting 
inquiries from prospective 
purchasers. 

The group's founder Sir 
John Hughes, described in the 
group’s late 1980s expansion- 
ary phase as a “quintessential 
USM entrepreneur”, resigned 
as chairman in February. In 

the gron p BUBonnoRo 

an interim pre-tax loss of 
£6 .82m; there was also an 
extraordinary charge of 
£5.45m. 

The group originated in food 
machinery reconditionftig and 
cold storage but diversified 
into fishing, food processing 
and distribution, convenience 
foods manufacture, construc- 
tion and development 


Correction 

Brasway 

Pre-tax profits of Brasway, the 
West Midlands engineer, 
dropped from £2.71m to 
£513,000 in the year ended 
April 27 199L hi Friday’s edi- 
tion the figures given were 
incorrect 


COMPANY NEWS IN BRIEF 


API: Board notes that 
acceptances from NMC offer in 
respect of ordinary shares rep- 
resent just 036 per emit of API 
share capital 

NOREX AMERICA, 49.7 per 
cent owned by Norex. has 
sold its 80 per cent interest in 
Norgulf Shipping for $5.1m 
(£3m). 

PRESTWICK HOLDINGS has 
acquired Band Electronics, a 
privately-owned electronic 
components concern. Consider- 
ation is 300,000 Prestwick ordi- 
nary shares and £100,000 cash. 
Turnover of Band was £5m in 
1990. 


QUEENS MOAT HOUSES: 
Rights issue of 188m new 7.35 
per cent convertible cumula- 
tive redeemable preference 
shares taken up as to 425 per 
cent. 

SIMON ENGINEERING has, 
through its access division, 
signed a distribution and joint 
venture agreement with the 
Tomec Corporation of Japan, 
under which access equip- 
ment made by Simon in the US 
and Europe will be imparted, 
distributed and serviced in 


WARNER HOWARD is 
£840,000 cash for Derek Wright 


(Food Machinery), the Lanca- 
shire-based importer and distri- 
buter of commercial catering 
equipment Wright made a 
£149,000 pre-tax profit on 
£929,000 turnover for year to 
February 28 1991. 

FIRST SPANISH Investment 
Trust: Net asset value per 
share declined by 1L2 per cent 
to 85. 2p during the year 
ended May 31 I99L Net assets 
at the year end stood 
at £30. 15m (£33Am). Net reve- 
nue amounted to £354,780 
(£313,503) and there is a divi- 
dend of lp per share, payable 
November 4. 


INTERNATIONAL CROSS-BORDER DEALS 


US companies in the limelight 
among international 


deals 


i 



By Brian Bollen 


LAST WEEK’S biggest 
international deals ail featured 
US companies as targets 

ABN Amro R^nir underlined 
its commitment to interna- 
tional expansion with its first 
major acquisition since it was 
formed in August last year. 
The purchase of Tahnan Fed- 
eral Savings & Loan of Chicago 
will almost double Its size in 
TiRnnia and mak e it one of the 
biggest financial companies in 
the US. The announcement 
came just two weeks after ABN 
Amro took fall control of Euro- 
pean American Bank. 

Equitable Life featured in 
two transactions. In the first, 
French insurer Axa clinched 
the sizeable US presence it has 


been coveting by agreeing to 
Inject £lbn into Equitable. Axa 

-n i.L. mt M JQ nor 


will initially take up per 


cent and will even ____ 
free to take majority controL 

Fast-diversifying Japanese 
consumer credit company, Nip- 
pon Shinpan. is breaking into 
the insurance business by buy- 
ing 70 per cent of Equitable’s 
loss-making Japanese arm. 

Proof that It is still possible 
to exit from buy-outs came 
with the completion by North 
West Water of the purchase of 
Wallace & TJeman of the US. 

W&T was the subject of a 
$64m leveraged buy-out from 
Penn wait Corp just over two 
years ago. 

The next major buy-out from 


a receiver looks like being ■«, 
John Fairfax. The bid fort__ 
finTud Australian media grpuft 
by an international consortiurib 
glinting Mr Conrad Black a nd 
Mr Kerry Packer, triggered# 
review of Australia's media, 
ownership laws. . r »* 

Poland continues to attract 
foreign capital. PepsiCo's pur- 
chase of a large stake in the 
Wedd chocolate company 4qL> 
lows the announcement afffs 
own rival Coca-Cola^ 
plans for new investment! 

^I^the week afPreridant Garj 
baefaev's visit to London, Brit* 
ish Gas agreed in principle to.a 
joint venture to develop an coal- 
field In the Soviet Union. , ; 
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CROSS BORDER MSA DEALS 


BIDDER/INVESTOR 


TAUGHT 


SECTOR 


VALUE 


COMMENT 


*9 


Axa (France) 


Equitable Life (US) Insurance 


£ 600 m 


Axa dinettes US , -- 
presence ■;| i - 


ABN Amro (HoOrnd) 


TaJ man Federai S&L (US) Banking 


£268m Not the big s '■* 
deal expected — 


Towaog (MM n U en ti John Fairfax (Australia) Publishing 

Consortium 


£530/11 


Growing 
interest In 
Fairfax 


. 3 ?n to 
iiiafl 


North West Water (UK) 


Wallace & Tieman (US) Chemical 
feeding 
equipment 


£78m 


Acquisition 

completed 


-isnturv Sf 


IfBsubtehl (Japan) 


Iron Ore Co (Canada) 


Mining 


£40m 


Mitsubishi 
takes 20% 


■ r -.r 


PepsiCo (US) 


Wedel (Poland) 


Confectionery 


£14m Initial 40% 

stake 


Bank of Yokohama (Japan) Guinness Mahon (UK) 


Banking 


£10 An 


Offer for 

outstanding 

stake 


St 


Laporte (UK) 


Mfcropolish (France) 


Reclaim 

technology 


n/a 


European base 
tor Laporte 


Lebr a nc t ui (France) 


Coventry Press work (UK) Automotive 

components 


n/a 


Lefaranchu 
tapping new 
markets 


s 

ft 


Nippon Sbbipan (Japan) 


Unit of Equitable 
Life (US) 


Insurance 


EB7m (est) NS buying 70% 


Sumac FT Marpm A AcquJ 


IE 

ti 


German companies looks east 




By Katharine Campbell in Frankfurt 


GERMAN mergers and 
acquisitions business fog been 
heavily concentrated in the 
new eastern states is the first 
half of this year, with activity 
in the west slowing markedly, 
according to figures compiled 
by M&A International, a con- 
sultancy based in Konigstein 
o utride Frankfurt. 

Foreign companies, com- 
pleted 247 deals in Germany to 
the end of June, compared 
with 242 in the same period a 
year ago, but this year 74 of 
those were in the east 

By country, the Swiss have 
been the most active, with 14 
eastern transactions. The 
French have completed 12 
deals and the Americans 10. 
M&A does not disclose the rele- 
vant values. 

German companies mean- 
while purchased a total of 589 
firms domestically, well up on 
the 373 in the same period a 


year ago, but almost half of 
those (286) were in the east In 
the rest of the country, a cool- 
ing of activity has been 
reflected in lower prices. 

Tnrii rating however that Ger- 
many’s preoccupation with 
events in the east of the coun- 
try may be abating, domestic 
companies pnatai 117 transac- . 
tirins abroad, compared with 77 
in the first half of 1990 and S5 
in the same period of 1989. 

M&A notes a special interest 


in France, where medium-sized 
companies are now following 
the larger corporations. The 
Germans bought more than 
twice as many (24) French enti- 
ties as in the first half of last 
year (11). \ ■■ 

The Swiss meanwhile have 
been buying into the EC mar- 
ket via Germany, leading, with 
the US, foreign, inward invest- 
ment. The US and Switzerland 
each accounted for 44 German 
companies changing hawd^ - 
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Cape makes £4 ,3m 
Dutch purchase 

Cape has purchased Cleton 
Insulation, a Dutch indus- 
trial thermal insulation com- 
pany for Dfl 14.4m (£45m) 
cash. 

Cleton, which also has sub- 
sidiaries in Belgium and Ger- 
many, was purchased from 
NBM-AmsteHand. 

Net tangible assets of Cleton 
at December 31 1990 amounted 
to Dfl 10.3m (£3.1m). 

Turnover and pre-tax profits 
for the 1990 year totalled Dll 
61.2m and Dfl 15m respec- 
tively. 


MM 
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¥30,000,000,000 
Floating Rate Notes 
1996 

In accordance with the Term* and 
Conditions of ttie Notes, notice b 
hereby given that the rate of inter- 
est for the period 18th July. 1991 
to 20th January, 1992 has been 
fixed at 7.45 per cent per annum 
and that the coupon amount pay- 
able on the 20th January, 1992 
will be V379.538 per note of 
¥10,000,000. 




THE SUMITOMO BANK. 
LIMITED 
(Agent Bank) 


NOTICE Ifl 
NOTfiTTOLDEBS 

ntTV Mtete i — k h p mxm 
Yen 40000007JM tOkd Sack 
Avenge Depodi Non. 

Doc S cptoabcfth 1992 
Nodcc in bcoby givee Art pmaaS » 
CU&w 5c ef 4* Dow. fl* Bmk win 
redeem the above bneie U on 
September tidi 199L 


UwIteBefteenteBak London 
1 RjaapalftyfagAgga 


COMMERCIAL BANK OF LONDON 


RESULTS FOR SIX MONTHS ENDED 
36tb JUNE Iffl (UNAUDITED) 


The jmoEi MdbouUe «o ShnebeUen tar the telf year eoded 30lh June 1991 
It k enririp tf nd ifagaic profit for the Mywrte 31 Pocanbcr 1991 will d»rm 
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KtmBUwiH he wn&AUu ** /riSc from At featured office 
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CORRECTION NOTICE 

U.S. $125,000,000 

Alaska Housing Finance Corporation 
Floating Rate Notes Dae July 2001 
Notice is hereby given that the Rate of Interest has been fixed at 
6.5375% p.a. and that the interest payable for the current 
Interest period July 17. 1991 to January 17. 1992 on the relevant 
Interest Payment Date January 17, 1992, in respect of 
U,S-$1 0,000 nominal of the Notes will be U.S.S334.14. 


My 22, 1991. London 

By: Citibank, NA (CSS! Dept), Agent Bank Of77£t4AKO 


U.S. $250,000,000 

Security Pacific 
Corporation 

Floating Rate Sifoordinated 
Capital Notes due 1997 


NotahoWera are advised that for the 
Interest Periodfrom May 21, 1991 to 
August 20, 1991 Inausfve. the 
sum of U-S- S158.T1 wM be payable 
an the interest payment date, 
August 21. 1991, par U.S. 910,000 
principal amount of Notes. 
B^ltaGtateMaBtetiBBnk.HA 

Leabo,AgBelBaat Q 

July 22. 1991 


FLASH LIMITED SERIES B 
U.S. $30,200,000 
Secured Floating Rate Notes 
Due 1993 

In accordance with the muftwi, 1 ! 
of the notes, notice is hereby given 
that for tbe six-month period 22nd 
Jul y 1992 to 21st January 1992 (183 
days) the notes wffl carry an 
interest rate of 6.0475% pa. 
Relevant interest payments will be 
as fofiows: 

Notes of U.S. 9100,000 
U-S- S3 ,379.16 per coup on . 
THE SANWA BANK LIMITED 
s. Agent Bank , 




ZIMBABWE; 


The FT proposes to 
publish this survey on 
27 August 1991 
and it will be 
distributed to 160 
countries worldwide,. 
If you want to reach 
this important- 
audience, call 
Louise Hunter 
on 071 873 3238 . ; 
or fax 071 873 3079: 


FT SURVEYS 
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This notice is issued in compliance with die requirements of the Council of 
The International Stock Exchange of the United Kingdom and the Republic 
of Ireland Limited (“the London Stock Exchange”)- It does not constitute 
an invitation to the public to subscribe for or purchase any securities 

CLAYHITHE GROUP PUG 

{ Incorporated at England under the Campania Aa 1985, Registered No. 2610451) i 

in the process of changing its name to “Oayhithe PLC* * 

Issue of 

up to 18,256,018 ordinary shares of lOp each *;■ 

and . . 

«P to £8,538,676 nominal of 9.5% subordinated convertible ' 
unsecured loan stock 2000/2001 • 

in connectira with the capital reorganisation of Clayfaithe PLC by means bf 
a Scheme of Arrangement under Section 425 of the Companies Act 1985' 

^ ^ oi ^ ie . Com > “ “ expected that the Scheme at. 
Arrangement will become effective on Thursday, 25th July, 1991 \ 

Particulars of the ordinaxy shares and convertible loan node are included J 

the Compames Fiche Service available from the London 

Application has been made to the Connrii nf Eadmnge. 



List and doings therein are *£££ 

1 "■! ' hu 0 Listing Particulars relating to Oayhhhe Grmip Plc'ks 

available for collection during usual business hour* 'v 

Wednesday 24th July, 

the London Stock Exchange, 46-50 Finsbury Square, London EC2A lDD I 
and up to and including Monday, 5th August, 1991 ^ ipD J 

Clayfaithe Group PLC- 
P.O. Box 2, Mandeville Road 
Aylesbury, Bucks HP21 8AB 


Schroder Securities Limited 
120 Cheapside ' v >_ •* 
London EC2V 6DS 
22nd July, 1991 — 
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NORTHWEST Airlines, the 
fourthTargest DS carrier, has 
driteredfrie bicbflngfor parts of 
pfin ' Attii Ihe afflhg airline 
whfcbfiledfor bankruptcy pro- 
fpHnn fwtiter this year. 
f'OTPA sald’ it would offer 
ffetin fin- PanAm’s Detroit-Lon- 
#Mt(Gatwick) roote, or S3Sm if 
. a note between Los Angeles 
sfittT Mexico City was Included 
as*w£L • 

‘.(Pan Am’s Detroit-London 
rwtM were included in the 
fackage of assets - covering 
one-fifth of its flight 
Capacity — which the airline 
. agz$ed to sell to Delta for 
This deal still needs 
regulatory and bankruptcy 
Ajult approval 

■-‘Since then. Delta has said it 
is co nsi der ing investin g In Pan 
Am? Such a move would leave 
the flatter concentrating an its 
profitable Latin American 
routes and Miami hub and 
woUld appear to shut out 
United Airlines, which has put 
m a bid for these routes. 

Salomon to 
join Italian 
train venture 

By Haig Slmonlan 
■and David Barcftard 

SALOMON BROTHERS is to 
become a founding shareholder 
in TAV, the new company 
which is developing a 
high-speed train network for 
Italy, at a cost of around 
L27,500bn (SZlbn). 

- It is taking a LS per emit 
holding for ULSbn. 

The US investment bank is 
one of around half a . dozen 
non-Italian financial institu- 
tions joining the venture. 
Other foreign participants, 
■which will have stakes of 
between LS and 2 JS per cent 
apiece, include Credit Lyonnais 
and Bangra Rationale de Fads 
of France, Swiss Bank Corpora- 
tion and Citibank. 

The TAV project, which was 
formally launched in Rome on 
Friday, is designed eventually 
to ^create a high-speed train 
network between Turin, Milan, 
-Venice and Naples, bringing 
Italy up to date with develop- 
ments in some neighbouring 
■European countries. 

- ^ Mr James Massey, chief exec- 
utive- of- Salomon Brothers 
®&ope7 said Salomon's invest- 
ment demonstrated its c nmirrit - 
raent to Europe and its belief 
in co-operation between gov- 
ernment agencies and ™ pri- 
vate sector . to improve 
{Europe's infrastructure. 

TAV is 40 per cent owned by 
Bate Ferrovie dello Stato (FS), 
Jth^ Italian national railway 
{company. 


BANCO ESPANOL de Credito 
(Banesto), one of Spain's larg- 
est . commercial banks, 
reported first-half pre-tax prof- 
its in Its financial group of 
Pta24.7bn (9225m), down 36 per 
cent on the first six months of 
1990. 

The decline in profits will be 
viewed as a healthy develop- 
ment since the setba ck mostly 
stems from a Ptal7.5bn 
decrease in income from asset 
sales. Last year Banesto 
boosted profits from the sale of 
part of its large cement hold- 
ings. 

Reflecting greater concentra- 
tion on purely banking busi- 
ness, Banesto said its fee 
income had increased 45 per 
cent in the first six months of 


1991 and Its Intermediation 
margin grew 14-8 per cent. 

The figures do not innlnriw 
results from Banesto's indus- 
trial holding company, the Cor- 
po radon Industrial y Financ- 
iers, to which the bank 
transferred all its industrial 
holdings last year in an 
attempt to disentangle the 
group’s banking and industrial 
activities. 

Disposals at the Corporation 
have continued in the past 
year, with the group selling 
some 16 per cent of Its portfolio 
as it attempts to move out of 
Industrial sectors in which it is 
not competitive. 

In other first-half announce- 
ments, meanwhile. Banco ffis- 
pano Americano and Banco 


Exterior, the state-owned com- 
mercial bank, both posted 
gains for the first six months. 

Hispano, which is shortly to 
merge with its bigger rival. 
Banco Central, said net profits 
for the first half had risen 1&8 
per cent to Ptal8.2bii. The 
hank has been recovering from 
a costly decision, made a year 
ago, to enter a banking sector 
scramble to offer clients 
Spain’s first interest-paying 
current accounts. 

Banco Exterior, which is 
leading an operation to merge 
all erf the state's financ i a l insti- 
tutions, said its first-half pre- 
tax profit had risen 19.7 per 
cent to Ptal2bn, a 10.4 per cent 
increase in operating profits, 
which totalled Pta37-3bn, 


Rand Mines stages recovery 


By PtifKp Gawffh in Johannesburg 


TIGHT CONTROL of costs, a 
higher rand gold price and 
increased production allowed 
the four gold Winwt warmy H 
by the Rand Mine s group to 
show a significant recovery in 
the June quarter. 

After-tax profits totalled 
R2L3m (97.4m) in the quarter, 
against a R304m loss in the 
previous quarter. Over the pre- 
vious year, Rand Mines’s gold 
operations had- made cumula- 
tive aftertax losses of R57.7m. 

The recovery mostly stems 

from gi gnifiremi rational! gatirw* 

efforts at the group's largest 
mine, Harmony. 

AH four mfwiw in the gr ou p 

Stefanel to set np 
franchised chain 
in Romania 

By Haig Slmonlan in Milan 

STEFANEL, the Italian 
clothing group, has reached 
agreement with Universal, a 
Ro manian shop management 
concern, to establish a chain of 
franchised clothing stores. 

The deal ahonitf lead to the 
opening of the first seven out- 
lets by the end of this year, 
with sales forecast to reach 
around 100,000 items, worth at 
least L5bn, in the first year of 
operation. 

Stefanel's first Romanian 
store, located in Bucharest, has 
already sold over -7,000. items 
w ithin a month of opening, the 
company said. 

The Romanian plana are part 
of a series of agreements Stefa-, 
nel has been pursuing with 
partners informer Communist- 
run east European countries. 

The accords should create a 
franchise chain of around 60 
outlets within three years. 


made a working profit in the 
latest quarter. Only ERPM 
made an after-tax loss. Gold 
production in the group was 
8.6 per cent up at 10,354kg; the 
average gold price received 
was 2.6 per cent higher at 
33.630 per kg; and total costs, 
at B32Qm, were down by about 
6 J> per cent 

Harmony had a particularly 
good quarter, turning a previ- 
ous loss of R21m - largely the 
function of large s everan ce 
payments - Into a profit of 
R14m. This was despite a 37 
per emit foil in underground 
gold production to 4,748kg in 
the quarter. 


The mine benefited from its 
newly started surface treat- 
meat operations which contrib- 
uted 398kg of gold in the quar- 
ter. 

The Blyvooruitzicht and 
Durban Deep mines both 
recorded improved profits. 

Blyvooruitzicht made R10.5m 
after tax - compared with 
breaking even last time. 

The Durban Deep mine 
increased profits to R4m from 
R2m. 

The group has sold about 
one-third of its production 
( 10 , 000 kg) forward over the 
next three quarters at prices 
up to R37,000/kg. 


European group wins more 
time for de Havilland bid 


By Bernard Simon in Toronto 

THE CANADIAN government 
has extended for almost two 
months the for a 

European commuter aircraft 
consortium, comprising Aero- 
spatiale of France and Italy’s 
Atenla, to finalise a revised bid 
fee: Toronto-based de Havilland 
Of Canada, 

The European group was ini- 
tially due to respond by last 
Saturday to Ottawa’s concerns 
that its initial bid for de Havil- 
land did not provide a "net 
benefit” to Canada, But Invest- 
ment Canada, the govern- 
ment’s foreign investment 
watchdog, said late on Friday 
that the deadline had been 
extended to September 9. 

An Investment Canada offi- 
cial said the extra time was 
warranted because "progress 


has been made” by the consor- 
tium in marring mndttlnnq set 
by the government. He said the 
agency needed mare time "to 
allow for adequate consider- 
ation of a new business plan 
and other related representa- 
tions”. 

Aerospatiale and Alema are 
proposing to boy de Havilland 
from the US aircraft maker 
Boeing, which has owned it 
since the company was priva- 
tised in 1986. The government’s 
objections to the Europeans' 
in trial bid include the absence 
of a local partner, concern 
about de Havfihmd’s technol- 
ogy remaining in C anaria and 
the level of government finan- 
cial support demanded by the 
buyers. Details of the offer 
have not been distiosed. 


US QUARTERLY RESULTS 


* GAZ METROPOUTAIN, Inc. 

' Notice of Adjourned Serial Meeting of Holden of 
14%% Debentures Due December 1, 1992 

* NOTICE IS HEREBY GIVEN on behalf of Gaz Mfetro- 
potittin, inc. (the “Company") that There will be an adjourned 
ffriai m»gtfng of the hoklen of the 1416% Debentures due 
December I, 1992 of the Company issued under a trust inden- 
ture, dated as of July 15, 1982, as supplemented by seven 
supplemental trust indentures, all executed between the Com- 
pany and La Compagnie de Fiducie, Ca nada Permanent (now 
replaced by Montreal Trust Company of Canaria), as trustee, 
(sneb trust indenture and supplemental trust indentures being 
herein collectively referred to as the “Trust Indenture") which 
will be held at the Ritz-Carhon Hotel, in the Green Room, 1228 
Sherbrooke Street West, Montreal, Quebec on Friday, August 2, 

,J99l at 1000 am. (Montreal time). This adjourned serial 
» meeting is called for the purpose of considering and, if deemed 
* prtv jtqK y- pyi ffiiig m an Extrmrdinary Resolution pursuant to the 
provisions of the Trust Indenture, a resolution forthe purposes 
m^nrinniwi in the Notice of meeting of holders of Debentures of 
. . the Company dated June 12, 1991. 

This adjourned serial meeting is called since the quorum, 
- consisting of holders of Debentures present in person or by proxy 
representing more than 50% in principal amount of the 14Wb 
Debentures, was not present at the serial meeting of July 12, 
199!. 

* ■ At the adjourned serial meeting, the holders of Debentures 
then present in person or by proxy shall form the quorum. 

- Forms for deposit of 14%% Debentures, certificates of 
deposit, deposit receipts and proxies may be obtained upon 
application to The Law Debenture Trust Corporation pla. 
Princes House, 95 Gresham Street, London, 7LY, Biglmd, 
att: David Norris or Robin Baker, teL: 071-606 5451, fox.: 071- 
606 0643, or to any Paying Agent listed below: 


BELL ATLANTIC, the US 
regional telephone holding 
company, has registered sec- 
ond-quarter net earnings of 
$355.1m or 91 cents a share, 
down from 9382 or 91 cents 
last year. Operating reve n ues 
were SSJXftm against $3.07bn. 

Net earnings after six 
months were 9708.7m or 9L82 a 
share against 971&lm or 9L82 
last time. Revenues were 
9&08bn against 96.09b n. 
BROWNING-FERRIS, the US 
waste management company, 
reported a foil in secon&quar- 
ter net income to $S 8 Rm or 38 
cents a share, from 982.4m or 
54 cents a year ago, despite a 
rise in revenues to 98052m 
from 9767.6m. 

First-half net income was 
9177.1m or 9L15 a share which 
compares with a loss for the 
first half of 1990 of 177.5m, 
equal to 51 cents a share. Reve- 
nues were 92.37bn against 
92JL7bn a year ago. 

KELLOGG, the world’s largest 


convenience food producer, 
turned in second-quarter net 
earnings of |L52&n or £L26 a 
share, up from 9135.7m or 9L13 
a year ago, on sales of 9L41bn, 
compared with 9L26bn. 

Net income after six months 
totalled 9315.4m or 92.61 a 
share against 9232m or 9132. 
Sales were 92.84bn against 

92.47bn. 

SOUTHWESTERN BELL, one 
of the seven regional bedding 
companies formerly owned by 
AT&T, posted second-quarter 
art earnings of $172.6m or 57 
nonfat a share, against 9262.5m 
or 87 cants last year. Latest 
earnings included an extraordi- 
nary charge of 981 m. Operating 
revenues were $2J24hn against 
$2J7bn. 

First-half net income fell 22 
per cent to 9396.5m from 
95103m. Revenue rose 2 per 
cent to 94-39bn from last year's 
*L30bn. 

Co mpBed by Rivka Nachoma 


Daudin Imperial Buk 
afComiaenx 
1 155 Ren6-L£vesque 
BhnL West 
Montreal, Quebec 
H3C3B2 

Att: R.G. Wishart 
TeL: 514-876-2193 

Cnadfam Imperial Bisk 
(rf Commerce 
Cottons Centre 
Cottons Lane 
London SE1 2QL 

Ipnglan^ 

Att: Dee Franklin 
TeL: 44-7 1-234-6 148 

Sodft£Gfe&ale 
Alsadenne de Banque 

15 Emile Reuter Avenue 
Luxembourg 
Alt: Michd Becker 
JeL- 352-47-93-11-292 

Btetue foteraatimwle i 
b nw Bbugg&A. 

2 Boulevard Royal 
Luxembourg 
Alt: Armand Gloet 
TeL: 352-459042^14 

Montreal, Quebec 
July 22, 1991 


Cemnaerebuk AktkageseUschafi 

Nepe Mainzer Strasse 32-36 
D4000 Frankfurt 
Germany 

AIL: Reinhardt Fischer 
TeL: 49-69-1362-2978 


KredSetbank N.V. 
Arenbergstraat 7 
R- 1000 Brussels 
Belgium 

Att: Stefim Kissel 
TeL: 32-2-517-5122 


Mergaa Guaranty Trust Company 

of New York 

14 Place Vend&me 

Paris 75001 France 

Aru Marc Aubert 

TeL: 33-1-40-154178 


Notice to the Warrantholdera of 

TAKASHIMAYA COMPANY, LIMITED 

Warrants to subscribe for Shares of common stock 
ofThkashimaya Company, Limited issued with 
U.S.$100, 000,000 
4% per cent. Guaranteed Bonds 1993 
(the “Warranto 

P nrauam to danse 4(0 of the Instrument dated 25di February, 1988 (the 
Inatnnneni") and in accordance w&h Condtknn 7 and U of the Teens and Cooifitians of 
the Warrants, notice is hereby given thaL- 

Dne to issues by TMm ih i mi i ra rwwyri y, ij nlreA (the “Company*) on tsthjnly, 3991 of 
0) Swiss Fnoca 100.000,000 $4 percent- Swiss Franc Notes with Warrants doe lOth 
July, 1998, and (a) O.S. 1270.000,000 5 per cent Bonds 1996 with Warrants to 
subscribe for abates of common stock of the Company (the “Shares’") at the initial 
Exercise sod Sabscription Prices of Ven L569 per Sure, respectively, which are less 
than the osneot tnsritei price per Share on the date in Japan (Sthjnty. 1991) on wMch the 
Company fixed said Exercise and SnbGtxjptaaa Prices, the Snbscriptsaa Price of the 
Warrants in effect waa aripated pursoant to Cltne 3(vn) of the hatnnnmt and Condition 
7 of the Tama aid Ctnfitioa of the Warrants from ¥1,784 to ¥1,729.50 which became 
effective as from 17diJoty, 1991 Qapaa time). 

TAKASHIMAYA COMPANY, LIMITED 


Dstad: Mad Jnfr. 1991 


By: THE SANWA BANK, LOOTED 
■b Principal Paying Agent 
and Warrant Agent 


MONTREAL TRUST COMPANY 
OF CANADA 
Trustee 


Notice o* Interest Determi na tion 

MORGAN STANLEY GROUP INC. 
Floating Rate Notes Due 1993 

Interest on the above securities for the Interest 
Period of July, 16, 1991 through January 15, 1992 is 
scheduled to be paid on January 16, 1992 at the 
Interest Rate of 6.625% per annum. The Interest 
Amount will be $338.61 per $10,000 of principal. 

The First National Bank of Chicago, 

Reference Agent 

July 22, 1991 



Gold mining companies* reports 
and dividend announcements 
forthe quarter ended 30 June 1991 
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East Rand Proprietary Mines, 
Limited 
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Borana House. 84 Badndra 
Backanhm, KM BRS 4TU 


Up to £130,000.000 

Hafrua Holdings (UK) 
Limited 

Floating Rate Notes due 2000 
£65,000^)00 of which are befog 
issued as the TtiHmI 'T Wru'hn 
Far tha period from July 18, 1991 to 
October 18, 1991 the Notea wiD carry an 
interest rate of 1LS12&% per umm T«h 
an tatereet amount of 129,017.81 per 
0,000,000 Note. 

The radevant interest payment date wfll 
be October 18, 19SL 

Waa—tf- 

Banque Paribas Lu x e mb ourg 
SodftiAtmgiM - 


TSB HILL SABfDEL RANK 
HOLDING COMPANY PLC 
(IbtsMrfr HBI Sawwal Grawp pk) 

US$100,000,000 

Floatint Rate Notes doe 2016 
baeeminM «S nl* p rmtn'nst of 
ltd NaUgt, modern a hraa fy jpwaw dw 
for OtrlrnmnM Ptriodjtvm 22 My. 
1991 K 22 Motor/, 1992 OW Not* 

per iwairar mnd (Awf tkt interest 
pmymble m she relevant Internet 
Pa ym en t Date, 22 Jmuunj , 1992 wH7 
mmamnt to USS349J9 par OSUOfiOO 
Hale and US$8,704 *6 per 
USS2SO fiOO Hem. 

Agent: Morgan Guaranty 
TntC irapsi 

J PBtegsra 


i i 


The Korea Development Bank 

(Esztbbshed. in die Republic of Korea under the 
Korea De v e lo pment Bank Aa 1953 as amended) 

VS. $200,000,000 
Floating Rate Notes due 1997 

For the six mrw»rK period 22nd July, 1991 to 22nd January, 1992 the 
Notes will cany an interest race of 6bi% per annum with a coupon 
amount of U.S. $3,322.22 per U-S. $100,000 None, payable on 
22nd January, 1992. 

Lined on die Luxembourg Stock Exchange 


SUNKYONG INDUSTRIES LIMITED 
US $ 50,000,000 

FLOATING RATE NOTES DUE 1998 

(Redeemable at the option of Noteholders in April 
1996 and April 1997 and at the option of the Issuer on 
an^in teres t payment date falling in or after April 

In accordance with the provisions of tiro Notes, notice 
is hereby given as follows : 

* Interest period: July 18, 1991 to October 18, 1991 

* Interest payment date: October 18, 1991 

* Interest rate: 6.5% per annum 

* Coupon amount USS 4,152.78 per Note of 
USS 250,000 

BANQUE INTERNATIONALE A LUXEMBOURG 
Soc££t£ Anonyme 
AGENT BANK 


US$100,000,000 

MARINE MIDLAND BANKS, INC 

FLOATING RATE SUBORDINATED CAPITAL NOTES 
due 1999 



B Bankers Trust 
Company, Hoi 


Company, Hong Kong 


Agent Bank 


For the three months 22nd July 1991 to 22nd October 1991 
the Note will carry an interest Rateof6% per cent per annum 
wilhaCouponamotintofUS$162.92per US$10,000. Interest 
payment date 22nd October 1991. 

H ONGK ONG BANK LONDON IJMITED 
INTEREST DETERMINATION AGENT 
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New issue doubts sour party mood Investors face inflationary dilemma 

A V i i n o m* nanf a Trt flrtArf 


US MONEY AND CREDIT 




rt’i 


THE unexpected announce- 
ment of a £lbn tranche erf UK 
government bonds in a far 
from popular maturity range 
caused a sudden decline in gilt 
prices on Friday night, against 
the trend earlier in the week. 

The announcement was part 
of the Bank of England's more 
to issue an expected £15bn or 
so of gilts during this financial 
year, to fund the government’s 
deteriorating public sector 
account 

However, it served up a 
reminder of the susceptibility 
of the market to new funding 
Issues, which can in general be 
expected to push down prices 
and increase yields. 

What worried some traders 
on Friday night was not the 
size of the issue but the stock 
Itself - a 9 per cent conversion 
loan due in 2011. It will be 
available for dealing from 
today. 

The bonds fan in a maturity 
range that is not particularly 
liquid. This led to gloom in 
some sections of the market 
where it was thought the 
stocks would be far from 
favoured among investors. 

Tbe bonds carry an issue 
price of S2J50, of which 30 per 
cent will be payable immedi- 
ately, 30 per cent payable on 
August 19 and a further 32.5 
per cent on September 9. 
Reflecting the disquiet, the 
price of existing stock of this 
type fell by nearly half a paint 
to 91% immediately after the 


UK gilts yields 


Restated at par (%) 
12.0 


BHisi 



mrnmmi 


Jul 19, 1991 


10 years 20 


30 
Sacuritiaa 


Bank’s announcement There 
was also a fall In prices of 
other long-dated securities, 
which pushed them back to 
virtually the same levels as at 
the beginning of the week. 

Prior to the Bank’s unveiling 
of the issue on Friday, long- 
dated bonds had performed rel- 
atively well during the week, 
on the back of hopes about fall- 
ing UK inflation over the next 
year. 

Short-dated bonds, however, 
showed little rise over the 
week, as traders became less 
hopeful about the fmminenoe 
of farther cuts in official UK 
interest rates. 

The Arm state of the market 
had led earlier in the week to 
the Rank being able to sell the 
complete stock of bonds it had 

armninvRgri on July 12. 


These were two tranches, 
each worth £2SQm, of 12 per 
cent exchequer stock due 1998 
and 9.5 per cent conversion 
stock due 2005. 

A reminder of the extent to 
which the Treasury is running 
Into financing problems on its 
public sector account is the 
£&9bn borrowing requirement 
tor the first three months of 
1991-92, the biggest quarterly 
figure since 1981. 

The government expects to 
recover lost ground late: in tbe 
year, as local authorities make 
headway in collectmg delayed 
poll-tax payments, and as it 
feels the benefit of the higher 
VAT charges announced ear- 
lier this year. 

However, few analysts 
expect the government to keep 
to its forecast that the total 
borrowing requirement for the 
year will be restricted to £8bn, 
and many believe this may rise 
to as much as 

One specific worry for the 
Treasury is related to the 
likely delay in sailing part of 
the government’s stake in Brit 
ish Telecom, due to a row over 
the regulatory aspects to UK 
telecommunications policy. A 
delay until mid-1992, or 
beyond, could easily log £3bn- 
£4biL off the government's esti- 
mates for its likely receipts 
this financial year from priva- 
tisation deals. 

In spite of concern over tbe 
borrowing issue, the market 
was in a fairly calm mood last 


week about general economic 
projects, with the statistics of 
the past few days supporting 
tbe notion that a rapid recov- 
ery from the year-long reces- 
sion is unlikely. 

Gilt practitioners took heart 
from evidence from Thursday's 
labour market statistics show- 
ing a reduction in the annual 


across the economy, from 8% 
per cent in April to 8% per 
cent In May. 

In services, which accounts 
for more than two-thirds of the 
workforce, the downward pres- 
sure on wage settlements has 
been still more marked. 

While the annual rate of 
increases to average manufac- 
turing earnings to May was 8% 
per cent, the same as the 
revised figure for April, the fig- 
ure tor services dar-U™** from 
a revised 8% per cent to 8 per 
cent 

The figure for manufactur- 
ing has come down from 9!4 
per (sent to January, a % per- 
centage point decline, while for 
services the number has 
dropped by a toll 1% percent- 
age points. 

The data back up tbe view 
that wage inflation has been 
tolling rapidly, and that the 
Treasury’s forecast that retail- 
price inflation will be down tO 
a yearly rate of 4 per cent by 
December looks entirely credi- 
ble. 


Peter Marsh 


GLOBAL BOND PORTFOLIOS 


Investors reduce German exposure 


INVESTORS have adjusted 
their global bond portfolios 
recently for two reasons. 

•First, they are concerned 
about rising inflati on in Ger- 
many and so have reduced 
their exposure to the German 
and Dutch government bond 
markets. 

Second, many are wondering 
whether the dollar will con- 
tinue to strengthen against toe 
European currencies and hence 
whether they should increase 
or reduce their dollar holdings. 

Wbittingdale, the fond man- 
agement group, had about 15 
per cent of its international 
fund invested in D-Marks six 
months ago. 

However, it has switched out 
of any D-Mark exposure 
because erf worries that ‘‘reuni- 


fication will restrict German 
economic growth for a consid- 
erable period, weakening the 
currency". 

The msin concern is that 
while inflatio n appears to be 
failing tn other industrial econ- 
omies, in Germany, Inflatio n is 
expected to rise from &5 per 
cent to mine than 4 per cent 

to common with many other 
fund managers, Whltttogdale 
has switched this money into 
US Treasury bands and French 
government bonds. The 
group's international fond has 
nearly 60 per emit of its assets 
to US Treasury bonds, 9 pm 
cent in flunaflian government 
bonds, 20 per cent to gilts and 
8 per emit in French govern- 
ment bonds. 

In the short-term, many fund 


managers expect to see a fur- 
ther strengthening of the dol- 
lar and of fiie yen, malting us 
Treasuries and Japanese gov- 
ernment bonds an attractive 
home for their funds. 

Most regard the dollar’s 
recent setback as a temporary 
correction and think the US 
currency will continue to 
strengthen against European 
currencies. 

However, Mr Nick Hender- 
son, head of fixed income at 
GartmcffB, is fry* bullish about 
the US. 

As a result, Gartmore’s inter- 
national fhrpri jiuwme ftmd han 
reduced Its hold tog in US Trea- 
suries from 40 per cent to 25 
per emit recently. 

However, Mr Henderson 
believes that toe yen will con- 


tinue to appreciate against 
sterling, providing currency 
gains for holders of Japanese 
government bonds. 

Currency gains aside, most 
bond investors expect interna- 
tional bond markets to rally 
towards the end of this year as 
inflation levels decline in most 
of toe large economies. 

On the European front, fund 
managers such as Gartmore 
expect to see the bond markets 
pick up again towards the end 
of the year. 

Both France and the UK are 
expected to provide the highest 
returns over the next year, 
though investors point out that 
neither market is free of politi- 
cal risk. 


Sara Webb 
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Golden Hope 
Plantations Bertiad 

(Incorporated oi Malaysia) 




NOTICE OF MEETING 


Mainspring Promotions Limited 


NOTICE IS HEREBVGNBI that ffieFV- 
ManUi Annual Qsncrri Masting ot tiw 
Company wB bs Md H tha Nkwsna 
Bafcoon Loner Lobby Kuala Lumpir 
HfltavMn StAantanA 50250 Kunta 
Lunput Malaysia on WMnudqt 21 a 
August, 1991, at TUOsmtortwIolaw- 

x® TfcraSSa and ado** »» Htport ot 
SM Directors, the AucStod Accounts 

torthnyora ended 31 S March, TO91, 
and •» Report of >w Audkm 
Z IbdsdmatMtond. 
a Tb appro* 1m Omaant lam lor 
B» yoar ended 31 ■ Mm*. 1991 
4. Tbra-atoctOraaon. 

& lo consider and. B thought «L peas 
#» fatiowfrg raookrfnn nnuant » 
Socflon 129(G) ot ho Companies 
AGtttBSc 


RtgbNnd No; MH1B 

WadMg noma: Mainspring Pi uw ottona LJm- 


Tlsda cmnUoaUon: 97 

Name and artifc sw oi ]oM admlnimwvo 

raoala i r a i David John Snfcaa and Anthony 


SI 2ET (Office holder number 2882 and 3903) 
Data of appointment: 12 July 1981 
Nunn oi appointor. Lloyds Bank pie 


'OMipurauantuSocSon 09(6)4 
the Companies Act. 196S, TOn 
taind bin Mohamad Mbtn- 
appoHad Director of the Oompany 
to hoM office unS the conctafan of 
the naxt Anruti General Meeting.’ 
& lb appoint augers and id aitfv 
ortse the Dksoors to Bbc thak 


Ragbtarad nk 2M13ie 

TmSng name: Worn Umitad 

Trade cl a ai lfcuti o ir 37 

Kama and address ot joint edmtiU awB va 

reoatwan: DasM John Stokes and Anthony 


Cork Dolly 
1 East Pared* 


7. ft asnsaa any other arcttary few- 
ness ettw Company 


81 SET (Office hotdar numbers 3992 and 


By order ot the Bead 
NuMbMaAbeUSamad 
Sec r et o ry 

Kuala Lumpur 
22nd Jut* tt9l 
NOTES 

(1) A member of tie Company entitled 
to attend and vcm hi b» above 


Daw at appo in tmen t 12 Jtfy mi 
Name at eppotetar Uoyds Bank pie 
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SEE 


Trading name: OEUMCH9 ADVERTISING 
LOOTS) 

Trade 37 

Kamo and a ddre n o o> Joini adraMetrauve 

reeat vara: David John Swkoa and Anthony 

Jam on Wood 

Cork GoBy 

1 Em 

STMHtoM 81 2ET, (Office hotdar mnnbara 


Dim ot appoMUMC >1 July 1S81 
Name of ap patrear Lloyds Bank pic 


KENWOOD 

RENTALS 


aBMJnY FURNISHED FLATS 


SHORT AW LOW UTS 
TEL: 071-402 2271 Trim: 2S271 
FAX: (071) 262 3750 


Notice to Lombard Depositors! 


The following interest rales win apply from 22/7/91 


14 DAYS NOTICE 


When Ihe balance «a 
less than £5,000 


When the balance is 
£5,000 and above 


1 GROSS % PA 

CTOSS CAR % PA 

mum 

7.19 

9.75 

10.11 


CHEQUE SAVINGS ACCOUNTS SSTS 


When the balance Is 
£1.000 -£4.999 


£5,000 and above 


| GROSS % PA 

GROSS CAR* PA 

4.00 


4.06 

6.50 


6.66 


The flbtwa gross ram assume no deduction of basic rate income tax. 

The compounded annual rate (GAR? teadnnri it the owaMriy interest caftgd 
la not withdrawn. 


Notice to the Warrautholderfj of 

TOKYO ELECTRON LIMITED 

U.S. $150,000,000 

5 per cent Boods 1992 with Warrants 
(tbe “Warrants”) 

to subscribe for Shares o£ Common Stock 


Purananx to Choc 3 (xi5) of tbe Instrument dared 3rd Noventoer, 1988 (the 
"ioinanoit") rriatinj: to tbe Warrant*. note a hereby given as ldhxn: 


In acconbace with the reaohidoaaof the Board of Directora ot Tokyo Bcctrou United 
(the“Conipa»y") adopted at tbe meetings bdd on 1st and Sthjoly, 1991. the Company 
ianed U.S. 3W0.000.0004 per cent. Boods 1995 aatili Warrants to subscribe far shares 


Stars an UtbJnijr.lSSL 


AiaregoHoftheabove issoe. tbeS cbfccri pt i a u Prny (asikfotfdinrt^ hy, 

beat adjusted porumt to Ohm 3 of tbe bstmnieBt asset Conh betom 


1) Snb scrippoa Price before atfr mn re m c 

2) 5ubicriptjon Price after adjustment: 

3) Ettrcxivf dare of adjustment: 


Dated: 22ndjtdy, 1991 


Yen L623.50 
Yen 1,611.00 
IPlh July. 1991 (Japan time) 
TOKYO ELECTRON LIMITED 

Br thesanwa bank, limited 

as Principal Payne Agem 


ONE ECONOMIST, pondering 
toe mood on Wall Street, asked 
a deceptively ample question. 
For the past 16 months, he 
noted, the long bond yield had 
moved between 8 and 9 per 
cent - aside, that is. from the 
odd, very brief aberration. 
When a break-out comes, as 
presumably it must, would it 
be at the upper or lower end of 
this range? 

That, to a nutshell, remains 
the dilemma besetting inves- 
tors. As signs that the reces- 
sion bottomed out in the spring 
are reinforced, the new ques- 
tion centres on whether the 
recovery will be extremely 
mild and accom panied by sta- 
ble prices, or whether, con- 
versely, an uncomfortable head 
of inflationary steam may 
build up to tbe months ahead. 

The official view, given by 
Mr Alan Greenspan, reap- 
pointed to Congress last week 
for another four years as chair- 
man of the Federal Reserve, is 
that something approaching 
the first scenario is more 
likely. On one hand, in his 
semi-annual report, the Fed 
chairman suggested he did not 
expect the economy to fall 
back into recession - the 
“double dip" theory - 
although he also implied recov- 
ery was proving less than 
robust 

On the other, he suggested 
that inflationary pressures 
were moderating, with the 
expected level of consumer 
price inflation pot at 3^5-3.75 
per cent for this year and 84 
per emit in 1992. This sort of 
stability would, in fact, conceal 
progress to tbe “core” rate 
(which exdudes fuel and food 
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Money supply; in the weak raided July 8, Ml fell by K2bn to J858.7bn. 
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prices), because of the help 
given to the inflation data by 


the sharp decline to energy 
costs in the first half of 199L 
The Fed, Mr Greenspan con- 
tinued, was conducting its 
monetary policy from a “pos- 
ture of watchful waiting”. 
That, the market quickly con- 
cluded, meant there would be 
no action on the interest rate 
front for many months, possi- 
bly for the remainder of 1991. 
Bond prices barely budged on 
toe remarks and the long bond 


yield by the end of the week 
stood at 8.47 per cent, virtually 
unchanged from 8-43 per cent a 
week earlier. 

Such soothing words not- 
withstanding, some worries 
persist. The inflation data 
rolled out on Wednesday, and 
suggested that the core Con- 
sumer Price Index rose by four- 
tenths of a per cent to June - 
somewhat above analysts’ 
expectations. That said, sec- 
ond-quarter inflation now 
stands at an annualised rate of 


just 3.2 per cent, a marked 
improvement from the 6-8 per 
cent seen in the first three 

months. _ . 

According to analysts^ at 
James CapeL "If the pmturt of 
the 1 economy on the supply f 
side looks good, the same levfel 
of confidence is not justified on . 
the demand side.” There is 
widespread agreement that *. 
stocks have been run down 
quite significantly, and this, ; 
together with increased 
exports, have helped boost pro- 
duction. The main question is 
whether there is now a funda~g| 
mental i m p rovement to d omes - - , 
tic demand - which, in turn, 
raises the well-aired issue of 
America's credit crunch. ... 

For the bond markets, of 
course, these uncertaintie s are 
g tiu compounded by the matter 
of the government’s own bor- 
rowing needs. - .or, as one oth~ - 
erwise bullish circular p hrase d - 
it this week, “Treasury supply 
is an obstacle to bond raHjr; * 

The forthcoming week, then, 
seems set to continue this 
unending search for some bet- 
ter sense of how toe economy's ? 
recovery is progressing. Most ■ 
attention will focus on the sec- 
ond-quarter GNP figures, * due 
on Friday. Forecasts vary; on 
what should be expected; the : : 
pundits generally predict a 
return to growth during.. thL 
three-month period, after the / 
October-Maxch decline, tra&r 
estimates of the pace (oh. an* 
annualised basis) range ‘from 
around 0.7 per cent to L2per 
cent In short, it is not the 
direction, but the pace which is 
now the issue. * . . 


Nikki Tait 
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INTERNATIONAL CAPITAL MARKETS 


Turkey returns after 
y^ar-loiig absence 




&I‘^ 
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REPUBLIC of Turkey has 
to the syndicated loan 
t with a three-year 
loan after an absence, of 
However, some bankers 
^suggested that the loan 
prove- difficult to syndi- 
weak demand for 
^Turkish loans. 
Bank and Snxni- 
jf^pBank, the Joint arrangers, 
*^ J jCtfrrently putting together 
’jrwritlng group and 
tranches of $l5m-25m 
The margin is 90 
points over the London 
' offered, rate (Libor), 
fees, though these have 
$t been disclosed. 

borrowers refrained 
jising the syndicated loan 
' during the Middle East 
, mainly because Tur- 
consideted an orac- 
le risk and so terms for 
were unfavourable, 
wever, with the conclu- 
pf the Gulf war in Febru- 
„ several Turkish borr o we r s 
' to the market These 



EfcsralivTj* * year facility to finance exports 
. ahd.'Turkiye Petrol Rafinerfleri 
' (Tiipbas), which arranged a 
***iV r ‘* ar M dJJ I JpXhp one-year import financ- 
a? th facility to cover oil 

tedsiBfe'’fr n 5°Tts; One banker who 
■* — per cb^£ : 4 arranges syndicated loans for 
” said that while plenty 
. ... , s were willing. to partic- 
tsect. ""v : jppte'in one-year facilities, far 
fewer were willing to partici- 
pate in medium-term loans to 
*Msey. - 

The Republic of Turkey last 
tapped the syndicated loan 
-market in June 1990, with a 
> two-tranche 5200m loan. The 
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margin over Libor then was 85 
basis points for the four-year 
tranche, and 100 basis points 
for the five-year tranche, with 
fees of 40 basis points. 

Turkey is a regular borrower 
in the international capital 
markets. One banker involved 
in the deal said that Turkey 
usually borrows between 
$400m and 5600m a year in the 
capital markets. 

The Turkish government 
estimates it lost about $5bn in 
revenue from the Iraqi oil pipe- 
line and tourism during the 
Middle East crisis. However, 
soft loans and grants from 
donors will cover half of the 
projected $4bn required in 1991 
to service Turkey’s $49bn for- 
eign debt, according to the 
Turkish Treasury. 

So far thin year. Turkey h as 
issued a DM350m five-year 
bond, announced in May, and 
is considering whether to fol- 
low up its syndicated loan with 
a Yankee bond - a dofiar-de- 
nominated bond issued In the 
US market - tw« autumn. 

Meanwhile, bankers expect 
the steady flow of Turkish 
loans to continue over the next 
few months given the level of 
pent-up demand seen during 
the Gulf war when the market 
was virtually closed to Turkish 
borrowers. 

• Household Finance (HFC) 
has signed a £100m four-year 
revolving credit with Morgan 
Grenfell as the arranger. The 
credit facility will replace a 
Multi-Option Facility (Mof) 
which expired recently, and 
wQl he used for general corpo- 
rate purposes. 

The marg in is 45 haste points 
over Libor and there is a com- 
mitment foe of basis points 
on the undrawn amount Par- 
ticipation fees range from 8-12 
basis points. 

Many British companies 
took out Mbfe in the late 1980s 
as a form of cheap insurance in 
case they needed to draw on 
extra funds. Hie Mate provided 
a range of competitive standby 
funding options and were often 
arranged on very favourable 
terms for the borrowers. 

In the case of HFC, the Mof 
was a five-year £100m credit 
with a committed margin erf 15 
basis points and a standby foe 
of 10 basis points - well below 
current pricing levels as the 
new credit facility illustrates. 


INTERNATIONAL BONDS 


Euromarkets put brave face on unwelcome questions 


THE "polite inquiry" by 
Britain’s Office of Fair Trading 
into new issue practice in the 
Eurobond market comes at a 
sensitive time. Having nour- 
ished as an offshore arena, th e 
market is now trying to define 
and defend its position under a 
new European Community reg- 
ulatory regime. 

Firstly, the Association of 
International Bond Dealers, 
the regulatory body for the 
Eurobond market in the UK, is 
working to have its rule book 
recognised by the European 
Commission. AIBD Is con- 
cerned that even the passing 
interest of the UK competition 
watchdog could cause the 
European Commission compe- 
tition authorities to look again 
at the Eurobond market 

This could cloud the task of 
having the AIBD rule book 


accepted by the officials at DG 
4 - the department of the 
European Commission which 
is concerned with competition 
policy. The process of approval 
is nearing its final stages and 
the AIBD is hoping for a “letter 
of comfort" from the EC before 
the year-end and does not want 
any last-minute hitches. 

Hence the AIBD is keen to 
point out that its rule book 
does not cover new issue syndi- 
cation and allotment, the areas 
in which the OFT is interested. 
This falls to the International 
Primary Markets Association, 
a trade association which rep- 
resents the leading new issue 
firms. 

1PMA in turn points out that 
it issues recommendations 
rather than rules. These have 
to be approved unanimously by 
the IPMA board and are 


cleared by the OFT before they 
are published. 

Secondly, the AIBD and 
IPMA are fighting proposed 
amendments to the draft 
Investment Services Directive 
(XSD), which could drive securi- 
ties business back on to domes- 
tic markets. 

The ISD was intended to give 
securities firms a “single pass- 
port" to do business across the 
European Community to 
match that given to banks 
under the Second Banking 
Directive. However, a number 
of European governments, led 
by the French, have proposed 
that trading of securities 
should be restricted to “regu- 
lated markets” - in the name 
of Investor protection. 

The Eurobond would uot 
qualify as a regulated market, 
primarily because it has no for- 


mal listing requirements. 
There are fears that even an 
Initial, polite inquiry by a com- 
petition watchdog could pro- 
vide ammunition for those who 
wont to ban trading outside 
“regulated markets”. 

The French amendments are 
being firmly opposed by many 
other governments, including 
the UK. The commission also 
favours allowing investors to 
continue dealing away from 
regulated markets. A compro- 
mise tabled by the Dutch pro- 
poses to allow trading of secu- 
rities away from a regulated 
market - and therefore in the 
Eurobond market - so long as 
the investor has given explicit 
authorisation. 

The unpalatable alternative 
is that the Eurobond market 
would have to introduce formal 
listing requirements to qualify 


as a “regulated market". The 
view of the AIBD is that this 
would offer no advantages to 
market participants. It could 
also mean that Eurobond firms 
would have to submit to tough 
disclosure requirements also 
being proposed by the French 
and other southern European 
governments - known collec- 
tively as the “Club Med" - as 
part of the ISD. 

While Eurobond trades cur- 
rently have to be reported 
through the AIBD's Trax 
reporting system within 30 
minutes. Eurobond firms are 
not required to publish price or 
volume information. 

Trax has the capacity to 
carry “real-time" price and 
volume information, but this 
has always been vigorously 
resisted by market partici- 
pants. They say the Eurobond 


market is primarily a “profes- 
sional" market, dominated by 
sophisticated investment insti- 
tutions, so investor protection 
is unnecessary. The AIBD 
bowed to this view and aban- 
doned plans for screen-based 
price quotations as long ago as 
1987. Hence the Eurobond mar- 
ket has remained a market 
lacking in secondary market 
transparency. New issue rules 
are set by IPMA. Regulation 
remains light. 

Yet as a formula for raising 
long-term finance the Euro- 
bond system has proved attrac- 
tive. The $22 bn raised in the 
first half of thin year is cl ear 
evidence of this. The attention 
of the OFT, the EC or the 
French government is not wel- 
comed. 

Simon London 


NEW INTERNATIONAL BOND ISSUES 


Borrowers 
US DOLLARS 


Amount 

m. 


Maturity 


Av. life 
years 


Coup 


Price 


Book runner 


Offer yield 
% 


Tobu RaJhrayfcpt 
Shows ElBC.Wlre(a)*t 
Tokyu Hotel Chaln(c)tt 
Tsutsunaka Plastic liKLftytf 
Senshuka) Co.(b)*t 
Tung Ho Steel EnL(e)§t 
Exp.DevtCorp erf Canada! I)t 
Komatsu Seiren* 

SMC Corp* 

St George B-S.U#t 
HIH Capital(k}§ 

Credit Local de France! 

Toa Corp* 

Shlroki Corp* 

Central lnt_[q)§ 

Osaka Cement Co. (r)*t 
Toyota Motor Credit Corpt 
Banobrastqt 
Mitsubishi Cable bids.* 
JGCCorp.* 

Taisel Hoilandt 

STERLING 


300 

1995 

4 

4U 

100 

Yamaidil Jnt 

4.250 

120 

1995 

4 

4V 

100 

Dalwa Europe 

4250 

120 

1996 

4 

4U 

100 

Yamaichi InL 

4250 

100 

1995 

4 


100 

Dahva Europe 

4250 

100 

1996 

4 

4*4 

100 

Dalwa Europe 

4.250 

40 

2001 

10 

4 

100 

Jardme Fleming 

4.000 

200 

1994 

3 

n 

101.2125 

CSFB 

7288 

100 

1095 

4 

4b 

100 

Yamaiclii InL 

4.500 

100 

1995 

4 

4b 

100 

Nikko Secs. 

4.500 

100 

1995 

7 

0 ) 

100 

BT1 

- 

60 

2006 

15 

(7b-7b) 

100 

J. Henry Schroder 

. 

200 

1995 

4 

8 I 4 

101.325 

Dalwa Europe 

7.851 

100 

1995 

4 

4b 

100 

Nikko Secs. 

4.500 

90 

1995 

4 

4* 

100 

Dalwa Europe 

4575 

80 

1996 

5 

(9V10) 

100 

Merrill Lynch 

- 

100 

1995 

4 

4b 

100 

Nomura InL 

4.500 

200 

1995 

4 

8>4 

101.43 

CSFB 

7.B20 

100 

1996 

5 

103* 

101.425 

CSFB 

10.371 

IS) 

1995 

4 

4b 

100 

Nikko Secs. 

4X00 

100 

1995 

4 

4b 

100 

Nomura InL 

4500 

15 

1998 

7 

as 

101% 

Fuji InL Fin. 

8.435 


RoHs-Roycat 

ECUs 


ISO 


1998 


IIS 101.465 S.G. Waiburg 


11.311 


LKB Baden-Wuerttembergt 150 1996 5 

Mfzuno Corp* 70 1395 4 

JGC Corp* 70 1995 4 

CANADIAN DOLLARS 


9b 101.425 Nomura knt 

5b 100 Nikko Secs. 

5*2 100 Nikko Secs. 


8JB85 

5.500 

5.500 


BP Amerkat 
Procter 5 Gamblet 
British Gas IntFln-t 

AUSTRALIAN DOLLARS 


200 2001 10 10% 101 J.P. Morgan Secs. 

200 2001 10 10% 101 JO Goldman Sachs 

200 1994 3 10 101.155 Goldman Sachs 


11707 

10.657 

&535 


State BkNSWt 
FRENCH FRANCS 


100 


2001 


10 


11* 


100 Deutsche Bk.Cap.MMs. 


11.750 


Borrowers 

SWISS FRANCS 

Amount 

m. 

Maturity 

Av. life 
years 

Coupon 

Price 

Book runner 

Offer yield 
% 

Nissan Cons/ructionfa }**§ 7 

100 

1995 


4 

100 

Nomura Bk (Swftz) 

3297 

McDonalds AusLProperlyt 

100 

1996 


6* 

101b 

Wirtsctrafts & Pnvatbk. 

6290 

Kanebo(g)**ft 

150 

1995 


4 

100 

SBC 

4.040 

Rise Kagaku**ff 

30 

1995 


5b 

100 

Nikko Bk (Switzj 

5XJ76 

Longchamp Co.(a)***1 

25 

1995 


3b 

100 

Corns & CO.AG 

3.125 

Shlrxtengen Electric#)*** 

60 

19SS 


3b 

100 

Banque Paribas 

3.625 

Kona/nKm)*** 

SO 

1995 

- 

3% 

100 

Nomura Bk (Switz) 

3.875 

Osakl Electric Ca.{n)**§J 

50 

1995 


4 

100 

Wirtechafts & Pnvatbk. 

4.D40 

Toko lnc.(a)***t 

50 

1965 


3b 

100 

Credit Suisse 

3.500 

Yamato Setubl(a}**5f 

40 

1996 


Sb 

100 

New Japan Secs. (Switz) 

5.116 

Wacker Chemicals Fmancet 

75 

1999 


7 

ioib 

Credit Suisse 

6.751 

Kaga B(p)*** 

40 

1995 


3b 

100 

Coutts & Co. 

3.625 

Takeo Co.**t 

20 

1996 


7b 

100 

Dai-lchi Kgyo.Bk 

7250 

Rio Chain Co.|aJ***t 

35 

1995 


3b 

100 

Nomura Bk (Switz) 

3.500 

N&kodo Co.(s)**5 

100 

1985 


4 

100 

Daiwa Secs. (Switz) 

4.000 

Mandom Corp.(u}**§ 

70 

1995 


5b 

100 

Nomura BJqSwitz) 

5^76 

Ntssho Corp(a)***t 

100 

1905 


3b 

100 

UBS 

3.531 

PESETAS 

Council of Europe(o}t 

lOfan 

1996 

5 

11.7 

101.80 

Banco Hlspano Amur. 

11210 

LIRE 

Credit Local de France(d)t 

150M 

1996 

5 

122 

101.775 

ls.Bco.San Paulo 

11.711 

World Bank! 

SOObn 

2001 

10 

10b 

ioib 

ts.Bco-San Paolo 

10563 

YEN 

OsTchMie Landerbank(v)t 

6bn 

1992 

1 

8 

100b 

Nippon Credit InL 

8.055 

LUXEMBOURG FRANCS 

Kemlra InL Fin.*r*t 

500 

1994 

3 

9% 

101-95 

BCEE 

0857 

BBL International NV(1)t 

iJbn 

1999 

8 

ob 

102 

Credit European 

9-384 

Kradletbank InL Fln.(h)t 

500 

1999 

8 

9b 

102 

KBL 

9.013 

Kredietbank InL Rn.t 

500 

1996 

5 

9b 

101.85 

KBL 

8201 

BGLt 

Ibn 

1999 

B 

9b 

101b 

BGL 

8.935 

Yamaha Corpt 

700 

1996 

5 

9b 

102 

Cregam InL 

9.109 

Credite Romagnokrt 

600 

1996 

4b 

9b 

102 

Credit InL 

9.035 


SocietB Generate! 
Credit Lyonnaist 

D-MARKS 


6bn 

3bn 


1992 

1992 



9*2 99-96 Sodete Generate 

9b 9996 Credit Lyonnais 


101b Deutsche Bk. 

100 Nomura Europe GmbH 
100 Nikko Bk GmbH 


9.522 

9544 


8.681 

5X00 

5.000 


♦♦Priva t e ptaumm ICooverfiMe. 4VWh equity warrant*. tFlaeUno rate not*. ♦Variable rate notes. tAial term*, a) Conversion premium Bxad 
at u%. b) Exarctee premtnm flea* at 2S3%. NarvcaUatiia. c] Exorcise premium lined at 2JSS%. Non-caBablo. d) Fungible with existing LISObn 
deal an July 30. Noa-oeHable. e) option 2/7196 to yield 7\%. Conversion pram turn fixed at 16%. 1) Amount Inereaaed from Uribe. 
Non-caUable. g) Conversion premium Used at at 2J2K. h) CaRmbte In 1996 at OT h %. 1997 at 101% and 1008 at K»iz%. I) Indudaa on Issue of 
200000 debt warrant* wWcti holders may subscribe K> SSOOm ol 8>a % EDC bonds duo 2003. D Coupon paya aSbp over 3-mewOi Ubor. Put option 
once et par August 1904 and Anoint 1998. Norwaltabta. k) Callable tram 23/8/96 to 26/8/99 at per suMact to 130% rale. Coupon payable 
aami-arvnially. I) Cafiabte at 101% In 1903 and 100>2% In 1094. m) Callable February 1004 at 101 declining »j% semUararually. n) 
Conversion vamlum fixed at 2£Z%. o) Matador laauo. Non-oaDaMe. p) Early radamptkm 8/8/92 at 101>2%. q) Conversion mandatory. Coupon 
payable aaRtt-enntiaUy- Non-cal table, r) Exardae premium fixed at SL04%- Notwmfiable. a) Pul option 20/3/84 at 107%% to yield 8611%. n Fun 
name of borrower- Banco Medonel de Obraa y Servkkn Publlcos. Non-caJUbte. u) Coupon payable seml-enniBiIly. Non-caitabta. vj Ntthei-anked 
issue. Notvcaflabie. Note: YleMs are calculated on AMIO baste. 
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..Our new business 
f increased by 56,6% 
.thus achieving 

j'. * ■ " ■ 

tahew record high 


Aadhener Miinchener Leben: Initial Public Oflfering 


A STOCK 
WITH LIFE 

Life assurance is becoming increasingly popular 
with young people, too. It secures the formation of 
families and businesses, opens up larger credit lines, 
helps to accumulate wealth. The youth market is a 
lively growth market for life assurers. Especially 
for us - Aachener Miinchener Leben has an above- 
average number of young customers. Also in the 
new “Lander” in Eastern Germany. 

Our new business has experienced dynamic growth 
for years. In 1990 we generated new policies totalling 
DM 16 billion which means an increase of 56,6% 
over the prior year. This development continues 
this year. 

Our dynamic growth is due to our market-orientated 
strategy. We meet the highly varied needs of our 
customers by offering numerous types of term and 
endowment assurance. We are one of the market 
leaders for fund-Hnked life assurance which is 
particularly attractive for the accumulation of capital. 
Let us show you new ways of accumulating wealth. 
And you will know that as a shareholder, too, you 
have invested your money welL 

Quality of products makes the quality of our business. 
Moreover, we benefit from the successful interplay of 
a large financial services network including insurance 
companies, banks, a building society and other 
service companies. Because Aachener and Miinchener 
Leben is part of the Aachener and ^ 

Miinchener Group. _=s&< 



Aachener und Miinchener Lebensverekfieiutig 

Aktiengesellschaft 
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OvettOons In emit unless martad $ 

6000 AMU PT i 310% 13% 16% +<8 

12600 AgnlcoEa *6 5% 8 

644*00 Air Cda 39% 8 9 “J* 

8100 Aunts. En 513% 13% 13% +% 

700 AtoNIGas 313% 13% 13% , 

27WHO Alcan Al SM% 34% 3*% -% 

3)8500 Am Barr 526% 26 26% +1% 

234100 A ta> □ 1 SI 2% 12% 12% +% 


CANADA 


High LowCtam nag 


22600 CDOrilKO 524% 24% 24% -% 

60700 Copotaiog 196 196 186 

8300 CoaeanDay a 9 8% 

10500 CrawnX A 299 290 9>0 


1000 Otmteon A <9 
SOO Dorian 58 

<600 Doiaeeo 532 
94QQ Domtrai Fd 97% 
6400 Domar Ins M% 
400 Du Port A *33% 


49 49 

» B 
532 21% 
ff% 7% 
( 8 % 8 % 
S2% 32% 


146400 85 KurtTI 
268300 6kNoti9c I 
7500 BC Sugar A 
GIN BCEfev 
377300 BCE he 
11500 Balmor a l 
6300 BOR AX 
BS100 Bort'dwSs l 
76000 Bow Valay I 
30600 BP r ~*»— : 
mntawiMi 
8000 Broom A ■ 
6700 Braahwatar 
18500 8C Tai 
12600 Bmnoor 
800 Brnnaaridc 


3S% 36% +% 

17% 17% 

14% 14% -% 
16 16 
43% 43% -% 

15% 18 +1 

B% 8% +% 

22% ?3 +% 

13% 13% -% 

15 15 

6 % 6 % 

18% 19% -% 
648 42 -1 

19% 19% -% 

W% 16% 

7% 7% 


187900 BAoBqrD 511% 11% 11% +% 

500 Emco Ltd uS6 8 8 

1200 Empire x *12% 12% 12% +% 

53000 Euro Km dM% 13% 13% 

7600 FFI Ltd 37 7 7 

W0 Hnrtng *14% 14% 14% 

400 FM Item A *0% 9% S% 

1500 Fonts 522% 22% 22% -% 

4 TOO Four Seam *1B% 19% 19% +% 

45800 FrancoNsv 520% 19% 20% +% 




4000 Calsedc 
$1QQ Gandis A 
900 Qnt Vkntta 
23900 aland* GU 
54100 Grangas 
200 Gfll LBseo 
102000 (MCdsn 
600 GW UtBs 


79 72 79 

OS 24% 24% 
(8 6 6 
11*00 390 396 

MS 140 141 

*M% U% 14% 
*8% 9% 9% 
517% 17 17% 




12300 HanteSI A *9% 6% 5% 

WO Hawkar 8M 526% 86% 86% 
5800 Han Infl 318 17% f7% 
64300 IMa Quid u*12 11% 12 

37300 KoUnger 511% 11% 11% 
10400 Home 06 *15% 16% 15% 


270600 CAE Ind uS7% 
10B00 CamBlor S1U% 
12000 Cambridge $27 
5000 CbaD Rw 5S 
4500 CmmCp 55 
880600 CanbnpBk *30% 
12000 CanNMttW 34 
18000 Can Ocdd US19 
550700 Can Pac 120% 
TOO Can Tire 827 
173900 CanThw A 525% 
7600 Can UO A *19% 
500 Can Utfl B 519% 
6000 Csnsmax 37 
18100 Carter *26% 
2300 CnPcFOrest S32 
33000 Cora Op *6% 
8300 Csrsns On 513% 
200 Cascades 900 
2400 Celonese nS38% 
21 GOO Crtri Cop 415 
4100 Onipx 0*i *5% 

1300 Crtri Fd A SS% 


26% 36% 
56 95 

55 55 

30% 30% 
34 34 

16% 19 

18% 20% 
26% 27 

25 25% 
19 10 

18% 19% 
37 37 

85% 26% 
31% 32 

d6 a 
13% 13% 
500 500 
38% 38% 
4400 400 

G% 6% 
5% 5% 


19400 Home OB *15% 16% 16% 
10900 Horsham *11% 11% 11% 
1800 MmSayMU 366 366 *8B 
2900 Hud an n iO f *35% 38% 36% 

188700 Imaaco *29% 89% 29% 
52800 Imp OB ifi56% 66% 56% 
273900 tDCO 0*43% 43% 43% 

13)0 bmopac 187 167 187 

195100 WCoroneA 0 dO 902 
8400 mtpniPtpe *30 29% 30 

1100 Invast Grp *34% 33% 34% 
4J500 lv&eoAx 465 480 485 

19600 Jaanock *16% 16% 15% 
800 Kerr Addis 316% 16% 16% 

35200 Ubstt 625% 25 25% 

208800 Lac Mrta 1*10% 10% 10% 
1000 Udarga u*i7% 17 17% 

11400 LrtcOaw A 513% 13% 13% 
< 374400 Laldlnr B 513% 13% 13% 
100 Unreal Bk *17% T7% 17% 
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MONTREAL 
4Mi pm prices July 19 ■ * 




61600 BortWtartr d* 23 

1700 CamNor *10% 
41100 CanhnpBS 530% 
2900 CaaMawani *»> 
12700 Caecadea 56% 


38700 DomrtTM A 57% 

100000 HacteanHrt 510% 
4600 MaraOliBC *9% 

18200 Nsfflk Can 5J1 
500 Proutge SJ1% 
1800 OMbtcor A *17% 

16300 VMeotrWl 1«% 

Totsl Sales 12,114500 sJw 


22% 23 

10% 10% 

3S 

6 9 

7% ?% 

’S ’!t 

10 % 10 % 
11 % 11 % 
17% 17% 

13% 14% 


fJnfetrlllS 3016JZ 301532 2978.76 2983.90 

Hone Bends 9454 9439 9430 9126 


171 A n o 121915 1194.99 120557 


20056 20039 19954 19850 


aDtfs H%b 303633 002651) Um 2989.49 (2910.99) 

STANDARD AND POOR'S 

Conmtci 38422 38537 38U8 38L54 390.® 

IpdustrUh 45837 45956 45459 455.02 

FI nrid 3052 3036 3037 30.® 


MljlttaOggjW 

B&jQHJM 

8EUBQ/U9U 


mi nun 

HtXGBaal B8/12/9B 

ff umce ^ " 

CUGaortOl/UIBB 
OLmaumn 
aBHUKY 
FAZWKs Gl/12/50 
G0BMR*Mk a/12/53) 


15505 1540.7 15422 15U2 


48459 <84.95 48677 49ZJ9 

113933 114B14 114331 U46.47 

37B-B3 mm 379.46 3BHm 

9g3_3 977.8 9765 9785 1386'9 

467.99 466 61 <6533 46736 

176354 175754 175831 175551 


639.46 677.90 680.® 
191536 19ULB0 HL640 




Q7/4/9U 05/4/439 Km Sw flat Q1/7J64I 

397 JB 29A “ 

amm BW2/72J raoIS «4/l/|B_ 


400935 397653 3962.46 399757 mWSi 
19*19 136752 136734 137031 152055 


m.\-M 


J Jul 3 /NT ago (approx.) i 

241 247 1 

!S2^l» MM 99LM 56956 586.Q 59S2B 

18.77 1749 j 
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SOUTH AFRICA 

2,082 JSEWOBWW^ ^ 

827 Jff hdHiS CBW7B 4QgJ| 49355 


744 SOUTH KOnA” 

511 KawOMBd-WW 650J6 65127 


iei5f 14210 13004 13714 
404758 48354 40110 39960 




ML06 65127 fc> 63U4 1 69752 


265.91 26631 26939 27840 


rr. 


MeUs & Mhsnh 


MONTREAL PVtMftl 


3276.94 3299.99 325153 3268.08 3299.99 08/7) 
356130 356139 354153 3535.® 358107 O/U 


263246 (9/U 

316LVQ5/U 


TMWAir* 

W«rt PitaEWM) 


1IHU» 

BwtfifcSEroowra 


U 5229.99 5225J6 5173.75 


67733 65254 664.® 677 A4 


1900.76 190L92 188757 1886.® 1903.86 <7/U 366649(9/1) 


529207/4) 


P3! 


r* 


* 


TOKYO - Most Active Stocks 

Friday 19 July 1991 


Stocks daring Chang* 8m*a dosing Chengs 

Traded Prfoa* on day Traded Price* on day 

Rated EJac Ball .. 46m 1.180 -100 KJtano Const 34m 2400 >170 

Talcums ... 34m 1,150 -70 Mitsubishi Heavy 34m 688 +2 

Stanley Electric .. 34m 866 +28 Sumitomo Metal . 24m 410 -3 

Nippon Start 34m 40B 0 Victor 24m 14® 0 

Olympus Optical . 34m 14*0 +W Clarion — — — 24m 1460 -20 




FOR REGULAR 
EXPORT FINANCE 
coverage 
SUBSCRIBE TO: 


T rr'T' 


1,390 970 NMtonrtKMBC.. 1,260 




3.40 2.44 

12.40 8.85 
9.60 650 
7.70 456 
250 1.78 

4.90 3.66 

8.10 SJ5 
1L90 7.80 

6.10 4.48 

19.90 12.70 

9.10 7.25 
3 JO 2 
340 3.08 
7 S 


Published twice-monthly, Iiter- 
patisaa] Trade Flaanee is the 
leading imclligcnce source on export 
finance and credit insurance. 

REGULAR COVERAGE 
l IT is designed so (hat inRHuxatum is 
readily accessible, providing you 
with (he Luesl on: 

• Credit Insurance • Project Finance 

• Aid Finance • Forfeiting 

• Comtertnde ft Of&et 

• Short-term, non recourse finance 

In short, ITF is simply the most 
authoritative- coatefftfitiYS and 
efficient means of regularly 


range of vital and complete data 

available. 


PHONE-IN INFORMATION 

SERVICE 

A special phone-in information 
service, is provided for subscribes 
^^^Jcs^^supplyillg specific information to 
" subscribers who seek further details 
ts & beyond those immediately to band. 

The' np-UNdate information is. 


Cold Storage .... 

085 — ■ 

FrawANOK- 

Gent log .... 

How Par 

Inchape — 

0UB 

S’ pore Air Free ... 
Slugaporr Press . 
Straits Trading ... 
TW Ue Bank..., 
U0B 


FINANCIAL TIMES 


Hand-Delivery 
now available in 

MOSCOW 

WARSAW 

BUDAPEST 


For subscription details , or 
more information contact 
Andrew Taylor in Frankfurt 

Phone 49 - 69 - 7598118 
Fax 49 -69 -722677 


FINANCIAL TIMES 

EUROPE’S BUSINESS NEWSPAPER 






TEL: 011-2*00191 FAXni.MIW 
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FT MANAGED FUNDS SERVICE 


Current Unit Trust prices are available on FT Cityline. Calls charged at 45p per minute peak 
and 34p off peak, inc VAT. To obtain your free Unit Trust Code Booklet ring (071) 925-212& 
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FT MANAGED FUNDS SERVICE 


. — — — — — — ---» -» 45 p per minute peak 

i Current Unit Trust prices are av f!^]' e ^ u /"]|^in”f'TniSt B Code B ooklet ring (071) 92S - 2128 ' 
and 34p off peak. Inc VAT. To obtain your free umi 
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INVESCO KIM MannBnent Ltd 
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FT MANAGED FUNDS SERVICE 


Currant Unit Trust prices are available on FT Cityline. Calls charged at 45 p per minute peak 
and 34 p ofl peak. Inc VAT. To obtain your free Unit Trust Code Booklet ring ( 071 ) BZ 5 - 212 B. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


MONEY MARKETS 


Anticipating events 


POUND SPOT - FORWARD AGAINST THE POUND 
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•.• wbhfhas been a tendency 
J. for the foreign exchanges to 
anticipate events -this year, 
; ' reacting well ahead of - the 
influencing factors. When the 
^-floBar began its upward surge 
- in February it was a reaction 
7Zto expectations that the US 
economy was oh ~the verge of 
: -recovering from recession. 


UK dsarieg baik base teaflag rata 
. 11 par cant 
franr Jofy 12. 1891 




. Tbere was no strong evidence 
-I -of a recovery, and it is on l y 
; ■ now that the economic figures 
. are ... looking cons is tently 
^ .encouraging. In the meantime 
the dollar gained some '40 
- ' pfennigs to a high of about 
- . DM1.8400, before it was hit 
.. hard by central bank 
intervention, but it could be 
that the markets infatuation 
- • with the US currency was 
about to cool anyway. 

During the last week the 
dollar has fallen sharply 
against European currencies, 
- and particularly the D-Mark. 
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At first this seemed to be the 
result of caution after the 
central banks' intervention, 
but now it appears to be a 
matter of looking ahead to 
likely Interest rate trends. 

Mr Nicholas Brady, US 
Treasury secretary, said last 
week that there was a real 
c han ce of farther rate cuts by 
the Federal Reserve and that 
this would be welcomed by the 
administration. 

On the other hand the 
Bundesbank's latest monthly 
report warns of inflationary 
pressure in the German 
economy. In June year-on-year 
inflation in Germany of 3.5 per 
cent was higher than the 
French rate of 3.3 per cent and 
the trend is still up, possibly to 
around 4L5 per cent 
Speculation that Germany 
will raise interest rates, 
possibly next month, as some 
other countries are looking to 
ease, has led to buying of the 
D-Mark in advance of the 
expected event, in much the 
same way that the dollar was 
bought earlier this year. If the 
German currency continues to 
strengthen this could even 
delay the move. 
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DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 
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I- l l^zSKfc.-” 48.40 +11J *Jr£ ^75 + |J 

• Mrwumu not 197 92 —35 17286 170.11 170-28 18Z.OO T1Z.U 

r ;.t sS3S^38)-.r“...'.I 19184 +20il 1B7-72 164.M J738J 15483 +|0.9 

-Z t Gotriv. Africa (61).. 2S8.85 +41.5 227.02 2M.26 235 30 178.ro +3«.a 

- ■ SnaJn (54).. 145.42 +26 127.54 125.44 132 20 120.75 +TH.9 

• ‘ - StwJ**W27T.._ 19SJS2 +224 171.21 188.39 177.47 183.15 +37.9 


Sweden (27). 19582 +224 

.Switzerland (58) — . 9384 +5.6 


B883 +258 


Switzerland (58) 9384 +5.6 ai-» ™ 

United Kingdom (240)^. 17187 +3.4 15089 14780 155.77 ISO M +18-J 

USA (5261.7! 156.57 +16.7 13&44 134.19 141.43 155.57 +lB.r_ 


USA (626) ...... 155.57 +16.7 136.44 134.19 rei.-w — — ... .. . — 

^ . ^ n I1747 19b B1 "12214 +17.0 291 134.26 119.37 116.10 12382 121.95 15182 125.50 

/Europe (836) 1M.19 +1-2 119.44 117.47 12381 122. 4 1^.45 160.92 17184 188.17 200.81 15585 

Norrite (112) 1W80 +12.4 1K.M 162« 17186 168.41 11fl>13 11JW8 1A5 .gz 11786 

Pacific Basin (718) 12981 +48 11384 11187 118.0) 11^» -t-o| 131.64 117.04 11383 12120 11781 147.66 12129 

Biro-Pacific (1554) 13267 +3.1 11685 1U.42 120.OT 1^-13 + +»« 3 n 15450 137.73 13387 14265 153.35 157.04 12SJ81 

North America (841). 154.52 +162 135.51 133.29 140 « tje.3 3.13 113.35 100.78 98-04 10489 105.45 129.80 10685 

Europe Ex. UK (596)_._... 115.17 -08 101.01 9986 104.72 1»^ + 143 52 127iM 124 _ 13 132 . 1B 128.60 145.68 111^0 

Patdte Ex. Japan (244}_. 145.09 +25.3 127.» IK-IS JSS tS'4 2.30 133.88 119.03 115.78 12327 11887 148.16 12232 

■ -World Ex US(174S).__... 134.88 + 4.1 11B.27 11&M 118^ +10^ ^,54 12229 118.94 128.65 12823 145.77 12088 

World Ex UK (2032) 137.91 +9.2 120.M 118.96 1^88 IMjB +1|- 124.0S 12086 128.46 129.93 14886 12292 

: ^rs- uojm , 8.5 Wte — < 3 ^ M- me mTen »- 

^ J ,i. laee - ioa ^ « . up - ™ ™ W » "* ■» *> ™ Mr "" 9i Mli 84 94 ^ M ° nt ° : ^ ^ 196,1 ~ 

;£» S Indak). 114.45 (Pound Sterling) w ^^ roiLocaj). _ ^ NatWest Securities Umitsd. 1987 

^opyrigM. The Fmandal Times SJJJ Sons: euromarehe (France) and HIdroia (Spain). 

The toOowtng cooaataani change* look place during 8w zealei^ change: Canada Packers to Maple Leaf Fbods (Canada). 
Additions: Incentive B Free (Sweden) and Telecom Corp of NX (New zeaianoj- Name » 


4.15 16624 147.81 143.75 153.07 165.69 167.43 119.62 

272 145.71 129.55 12600 134.16 136.01 18248 13288 

324 71.68 63.73 6188 65.99 70.81 8823 69.89 

0.76 127.96 113.7B 110.64 117.82 110.64 14687 11885 

2.77 223.37 198.60 193.15 205.66 239-50 247.78 19283 

1.44 112684 1001.07 97480 1037^ 3715.50 1144.19 534.45 

4.31 13623 121.12 117.80 125.44 124.07 14573 125.70 

6.82 48.12 4278 4121 44.31 4525 5424 41.18 

121 192.77 171.39 16569 177.49 180.80 22324 18224 

222 190.60 169.47 164.82 175.49 153.71 20825 151.63 

3.07 25520 229.57 22327 237.73 17721 25825 17500 

4.47 143.99 127.67 124.17 13221 120.58 171.12 13121 

243 19244 171.10 166.41 177.19 18268 204.12 146.60 

218 9265 82.38 80.12 8522 8517 100.67 8217 

4.88 189.30 15023 146.39 15527 150.53 187.44 15627 

510 1S52S 138.66 134.86 14560 15525 15524 12525 

591 134.26 119.37 116.10 12322 121.95 15122 125.50 

124 168.09 165.45 160.92 17134 188.17 205B1 1SS25 

1.12 12938 115.03 11128 119.13 11248 145.92 11726 

226 131.64 117.04 11323 12120 11721 147.66 12129 

3.11 15420 137.73 13597 1426S 15535 157.04 1252 1 

3.18 113.35 100.78 9504 10439 105.45 129.80 10625 

4 33 143.52 127.61 124.13 132.16 128.69 14568 111.40 

220 133.88 119.03 115.7B 12327 11827 14516 12232 

234 137.64 12229 118.94 12565 12823 14577 12028 

259 139.52 124.05 12026 12546 129.93 14826 12292 

3.44 14520 131.77 128.17 136.48 141.17 15283 12569 

2.60 140.32 124.76 12134 12921 13035 149.01 12328 
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MONEY MARKET FUNDS 
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Bank Accounts _ _ 

Gtor 8« W 


N/vibpeRdPifima. 


- £39 XuV rpiCJIMJVUKVUniMini KU».^.N. 00 

: W % feSRKttfc i A 

• 103b %b UKnacftpcQnLCip.Bfe.200b “I ■» 


AnouNi 

latest 

1991 

Paid 1 

Renac 

m 

Ml 

Ode 

High Lm 


RIGHTS OFFERS 


mk High 1 

M.S99... 
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r UBS ISA . 0000282 


saesr 


& Co Ltd Investment *JC 
MMBS14QD . 02722132 

I lJlO.79 B.06 1X22 1 “ 
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BANK OF ENGLAND TREASURY BILL TENDER 
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Utkea Home Bask pk 

DChytad, EQY2AY. ,071+386070 

rremnAcc. nJO 7.129 904 - 

UteOlIUnUMt 9-50 7.125 1 9.9Z - 

ttkIOwanKterinillLOO 7303 10.47 - 

UMaqBo.ad 6 hI 3 iojo 7 -oral 1102 - 

071-6260879 
1057 - 

1X57 - 
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1X24 - 
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Sonar Hsan. BtewteiMII 
Wst Sasex. «U59AW 0444 230210 


£s* 3 griiiifr“ 
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2-3 WbHeHKt Yarn. Lcadai&iun .071-236142 

Mtxxi Mod *»._/. I9J8 7.03 1 9.711 - 



SKHW1 4.00 3.00 407 - 

1.000- £4,999 10JM 7JH» 1047 - 

spoo-cn.ooi^ 10.20 7M 1049 - 

|gS^33?z:i&S8 SS SS - 

3gBg^ =Hg = 

BBS)-.-.?--. [4 74 2JBL 3JJ2 - 

XOOO-C4.999 9.75 7J1 UL20 - 

5.000- £9.999.^___. 9.95 7.46 10/42 - 

lb. DOO-£24, 999 1035 7.76 10H6 - 

a5.Mffl-£49.999_.. 10JH 7.91 IMS - 

50000^99,999 1075 a» jl$ - 

talk of Irctand High Interest Cteeu Act 


2-3IMReHKtYteri,LgndnSllHX .071-2361425 
teo«jr MDft. fca.„.T9^ 7.031 9.711 - 

GMtenk pic Hkob Interest Omyne Act 
10 M1IV EC2V8JH ,071-4006020 

isfif: 

E90AI0 1 9.73 7.31 1 9.75) - 

H cm her Clyde Finance Granp 

fdefamrf Beam 1M 

158 XMUi Town M. Imdoa NWS 2BT . 071 267 UM 

H.LCA. (£2JSOOri — .1X0375 00931 10.401 - 

Llnyds Bank ~ Investment Aetauat 
71 Lcntnid SL LsnOonfCSP IBS , tB72 4P3 72 

^SS HAB3A : 

£1A 000+ J10J0 7.73) 1030 - 

oftoo* ,090 6Ml a 90 1 - 


Midland Bank pte 
raBnxZStefflted. , . 0742929008 

=fl« 8 £ i^r= 

ne==JH Haggl : 

NatWest Crown Bocree Aount 

giS53gS££:5S^ ac6|M^ 4 

7 ,$m - 




, 07535165 
6*73 9.20 f - 
7J»I 9*6 I - 



WEEKLY CHANGE IN WORLD INTEREST RATES 


LONDON 

Base raw 

7<vteterbak 

3-oath Mefcack 

TVeasnry BIN Terin — - 

Basril Bllta 

Bted 2 BUta - 

BwdSDDt!— 

BancMBllta 

3 Htb. Treasny Bill . 

1 Mtk. Bank BUta 

3 MU. Bad BN Is 

TOKYO 

OwteotekBJtta 

Three rente BHta — _ 

BBUSSE15 

One monte — — 

Three monte 

AMSTERDAM 
Oh moteh . 

Three meteb™ 


HEW YORK 

Prime rates 

Federal Foris 

3Mtk.TrayBBk_.. 
6 Ittk. Iteeavy BIUs .._ 

3Mti.n) 

FRANKFURT 

Lnmhad 

Owreh.McrtHBk 

Tterc rente 

PARIS 

InteiwMIantoK— 

OaeatlL Webink 

Three tennlta 

MILAM 

OremnUi 

Tine ante 

DUBUN 

Cne monte 

Tbre rente 


tank of Scottaad 


tarctams Prime Accannt HJXJL 
0 Bat 125. Naribantemi . 0604 232891 

XOOO-£2.499 ZJ7J0 3*3 7.71)- 

2300-£*999nZZ|8.a> 6J5 S46| - 

ibo«}-ce4.94CI7L|09o b*a 9J20 - 

05,000*. I)9J» *90 1 9.52 1 - 
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2JOO-tlO CE3..._.T|9JO 7123 9^4| - 

IO.OCU-£2WMQ. 9-73 7J123 10J1 - 

20.000+ 1 10.50 7 *75 1 10.921 - 

Etnrem Shipfey & Co Ltd 

Ftemdin bat. Iteterev, London EC2 . 071+069833 

»C4 7.22 9*9| - 

Pnf DnudA^. 1 4 JO 7Xll 9.7*1 - 

CaManlu Bute Pie 
Cater Allen Ltd 

25 BMrioifeX London EC3V9DJ . D71-*g2070 

nM ZZzTwjs 73i23hoa9nr - 

E3.QOO >««_.. 10X25 7593bB5mM - 
TESSA J 10.73 -tiXZEfl - 
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H.lZjuiCbcXW- .31925 
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0941 9.691 - 

mtem Ace 
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73DI 10-ST - 
7-2b! 10*6 1 - 
094 9.38 - 

0491 oral - 
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£2*0009.999^ 9.75 7J1 10.0B - 

f20D00-£49.999. 10D0 7 50 10J5 - 
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100*00+..... 10JO 7*8 10*9 - 

500-549,999 025 JJ9 4J1 - 

SS.000-S99.999 079 5*6 4*3 - 

Ub*00-U99,999„ 5*0 3.73 3.5) 

3200*00* I4W 3,94 5-» - 

MaaysGw hi— cl»w nalMEi In iMinpiisu 
pbost m wh > 

Ctydeadaie Bank PLC 


it Fiemina 
RM13LB. 

950 7J3 

HI* 
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Tyndall & Co Ltd 
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Demme Ax. 09*6 7A1 UL2S( - 

HI 110 09.79 751 1011 - 

HUIA £100*00+. 10*0 750 10JB - 

7J2 Jffi8l : 

UnHad Danrinlant Tmri Ltd 
rota 135, AhbvSLJkteBig Mil 3E8 073496001 

W«C=2=®!B5» 7*81 10.921 - 

J- Hem, Schrader Warn & C# Lid 

120Qmpdde,LaadanK2VbK , 071-3826000 

tareMecZL Rts 750 iojsT - 

£10*00 and adore. _J 10*0 7*9 1 10*31 - 

Werthrn Tract High lotarast dnon Act 
The UanaecaUC, Plrtegntt PL1 1SE , 073222414! 

MHfT 

Wimbledon & South West Ftaance PLC 
U4NmmMSLli»dMEa7AE ,071-6069485 

HW few Gum teZJlUS 044111.731 - 
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Staw« Compilation 


Government Secs. 

8434 

86.00 

84.90 

84.86 

84.80 

84.78 

85^8 

8217 

127.4 

Fixed Interest 

94.52 

94^2 

93-77 

83.77 

93^3 

93.79 

94-84 

90^9 

105.4 

Ordinary 

1959^ 

1969.0 

19726 

1071.4 

1961.1 

1925.7 

2014.5 

1606.3 

2014J 

Gold Mines 

2129 

2126 

2124 

2129 

214-2 

214.0 

2228 

127.0 

734.7 

FT-Act All Share 

1213.86 

1214^2 

1219.47 

1217.40 

1206£8 

1193^2 

1232J32 

987.46 

123657 

FT-SE 100 

2541.5 

2547J 

2561.0 

2558* 

25325 

2497.4 

2561.0 

2054J 

2561 JO 

FT-SE Eurotrack 100 

1111^3 

1106^4 

1104.80 

1110.41 

1111.59 

1107^6 

1165^4 

900.45 

1165-54 

FT-SE Eurotradc.200 

1164.87 

116288 

118225 

1189J24 

1160.07 

115284 

119211 

938.62 

119211 


LONDON SHARE SERVICE 


BRITISH FUNDS 


BRITISH FUNDS -Contd 


INT. BANK AND O'SEAS 



Bm 

FUTURES 

IMSiM 

AND 

laliH 

FOREIGN EXCHANGE 

MEMBER S FA 

24 HOUR COVERAGE 


CAL Futures Zjm 
W iudsor House 
SO Vkzoria Street 


BASE LENDING RATES 
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FINANCIAL TTMES MONDAY JULY 22 199U- 


4:00 pm prices July 19 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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HUi Lew S Tffi tf r 

15% 9% AAR Corp 
«8% HbAlUUA 
55% *0% AMP Inc 
68% 44% AMR 
2% 1%ARX 
66 41% ASA 


PI 


at* 


Dtv. YU. E 100* HMt low i i 


048003 16 460 15% 
0. 160.01 19 588 18*1 
1.44 0 03 2IZ37G 55 

113297 82*1 
1 1ft 1$ 
»% 


150 0 07 IS 303 S3*, 


64 39*« Abbott Lob a 100102216552 52*i 
14*2 0%Abtlfi»Prx £S0£W* 35 13% 
11% 10% ACM Gil Is « 12011 392 

9% Q% ACM GtOlV > 1010.11 53 
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7*2 4*4 Acme Oeve 0.400.00 15 24 <}% 
« 3*2 Acme Beet 38 4 4 
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9% 

8** 
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40 22^ Acuoon 25 519 34% 33% 34*4 

18% MU Adana E*pr 0.48 04(3 0 6* ul8% 18% 18% 
-■ 017% 18 

7% 7*3 

34 34% 

.... _ 11% 11% 
5% 2% Adma Grp 0.18004 5 71 


28% 17% AdatnlZPI > 2.40013 03 


123 18% 

0% 6% Adobe Rea 22 55 7% 

38% 18 Ad Micro 147 34% 
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20% IZAhmanson 
12% 2% Allaon Inc 
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12 12 
94 90 
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? 104 KM 104 
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022001 18 352 23% 22% 22% 
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20% 16% Allen Op 13 20% 20 20% 
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2S% 16% Allergan 032 0 02 15 997 19 18% 19 

31% 16% Allnce Cap 1.840.08 21 138 31 30% 30% 
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43 31% Alltel Crp 1 . 40 a 04 16S40 39% 39 39% 
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1% % Amean Co 01115 i 

13% SAmceet md 0.48004 7 321 12% 
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% £ Amdura Crp 0 

10% Kl Am Ad) R 002009 
24% 18% Am Barrlefc 010000 603888 23% 22* 
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34% 24% Ms Bafld M « 09400312 18 33% 33% 

27% 18% Am Bns Pid 0.940-03 12 4 27% 27 

7% 5% Aa Cm be* 0840.12 315 7% 7 

19 16% Am Cap Bd 1.8001031 43 18% 18% 

18% 18% AM C« CVS 1.40008 0 11 18 17% 

89 48% Am Cysnamd 150002 510055 88 84% 

30% 26% Am □ tew 2.40008 102200 28% 28% 

30% 18% Am Express 002004 I012IE 24% 23% 

27 17% Am Family 008002 132033 21 % 20% 

41% 28 Am Cert Co 2.00009 81400 40 3B% 

8 7% Am Com In 0.84 ail 97 7% 7% 
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83% 46% An hast IV 
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102 72 Am Inc Or 
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11 Si, Am M PI 
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122003 153JS9 


15% 13% An Vhto 6% 125008 3u16 
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47% 34% Annas be « 128004 14 18 34% 
3 % Ames Dt SI 0 421 2% 
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13 7% Appld Mao. . 17 131 
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Mary Ellen Houck (New York) 
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Monday profile 


Monetarist 


hard man 


in waiting 


David Marsh on Helmut 
Schlesinger, president-elect of 
die Bundesbank 


M r Helmut Schles- 
inger. who becomes 
president of the Ger- 
man Bundesbank next month, 
slogs bis way every day up 12 
flights of stairs to his office in 
the central bank's Fr ankf urt 
lwnd<pn |r tRrft. 

From the Bundesbank's wide 
vista windows surveying a 
motley collection of football 
pitches and banking skyscrap- 
ers, Mr Schlesinger likes to 
observe the nesting habits of 
the local birdlife. It may be 
only a coincidence: but be has 
noticed that, lately, hawks are 
roosting in the Bundesbank’s 
1960s concrete walls. 

Mr Schlesinger is an active 
but ascetic 66-year-old who Is 
taking over - at an age when 
most men have reached retire- 
ment - one of the most power- 
fill and daunting jobs in inter- 
national economic 
policy-making. He is stepping 
into the hme tight vacated by 
Mr Karl Otto Pbhl, holder of 
the top Bundesbank job since 
1980, who in May decided to 
step down for a mixture of rea- 
sons, Including unease over 
the government's economic 
policies towards east Germany. 

Mr Schlesinger’s most abid- 
ing characteristics are his sta- 
mina, his obduracy and his 
extraordinarily strong bonds to 
the German central banking 
habitat which has been his 
home since 1952. As reunited 
Germany tussles with eco- 
nomic turbulence of a kind 
unseen in two post-war genera- 
tions, all three traits will be 
pat severely to the test 
The Bundesbank's vice presi- 
dent since 1980, and equipped 
since 1986 with an honorary 
professorship, Mr Schlesinger 
personifies in almost carica- 
tural form the Bundesbank’s 
fabled commitment to flnnnriat 
stability. He has been 19 years 
on the Bundesbank’s policy- 
making central council, and for 
eight years before that was the 
bank’s chief economist 
In private conversation be is 
an acute listener and can dem- 
onstrate amiability and Bavar- 
ian charm. His public image is 
-that of an austere monetarist 
devotee - a combination of 
Doctor Strangelove and Doktor 
All wis send, the all-knowing 
Grimm fairy-tale figure. 

His espousal of tight money 
policies places him in the 
unique position of baring been 
been blamed, slightly absurdly, 
by the Reagan administration 
for precipitating the stock mar- 
ket crash of 1987, and by the 
opposition Social Democrats in 
Bonn for helping bring down 
the government of Chancellor 
Helmu t Schmidt in 1982. 

Mr Hans MatthSfar, the for- 
mer SPD finance minister. 


recalls stimulating exchanges 
with Mr Schlesinger about 
bringing down the budget defi- 
cit, but calls him the Bundes- 
bank’s "real hard man". 

Mr Schmidt says: “He has 


very good manners, but it is 
difficult to 


very uimcult to move him." 
Clearly r ankling with the for- 
mer chancellor is not only Mr 
Schlesinger’s controversial 
interest rate rede In the early 
1980s, but also bis pronounced 
scepticism on Mr Schmidt's 
goal of European Monetary 
Union (Emu). “He is a first- 
class economist, but also a Ger- 
man nationalist,” says Mr 
Schmidt. “He will he more 
stubborn than Pdhl in standing 
op to the government” 

Mr Karl Schiller, the former 
SPD economics minister who 
formally appointed Mr Schles- 
inger to the central bank coun- 
cil in 1972 agrees that Mr 
Schlesinger will be still 
tougher than Mr Pdhl on Emu. 
Giving what is gradually 
becoming a consensus German 
view spreading across party 
lines , Mr Srhfflar says of Mr 
Schlesmger’a coolness towards 
Emm *1 think that is good, one 
shouldn’t go too quickly." 

After tile long years world 
his way up the Bundes' 
apparatus, Mr Schlesinger 
never expected to take the top 
post He had been due to retire 
on reaching the age of 68 in 
September 1992. Mr Pohl 
informed him that he was step- 
ping down early - four and a 
half years before the expiry of 
his term - on May G, just one 
day before he told President 
Richard von Weizsficker and 
Mr Tbeo Waigei, the finance 
minister, and 10 days before he 
officially Informed the whole 
Bundesbank council and the 
outside world. 

Mr Schlesinger’s tenure has 
now been extended for one 
more year to give him two 
years in the top position, the 
statutory minimum for the 
presidency. It is both a benefit 
and a disadvantage that Mr 
Schle s inger arrives with his 
mind made up on key issues. 
“He doesn’t have to polish bis 
image. He doesn’t have to do 
anything to fit into a fashion,” 
says one Bundesbanker who 
knows him welL 

On the other hand, the chal- 
lenges ahead, ranging from the 
financing of unification to the 
Emu negotiations and the stfll- 
unresolved dispute over slim- 
ming down the Bundesbank’s 
council, will almost certainly 
make the tenure unsatisfacto- 
rily short 

Like Mr Pohl when he took 
over the presidency in 1980. Mr 
Schlesinger arrives with Infla- 
tion cm the rise, the budget in 
disarray and the current 
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Schlesinger: stamina, obduracy and strong bank ties 


account in deficit Overall com- 
pared with 1980, the problems 
are much greater, and Mr 
Schlesinger will have consider- 
ably less time to try to sort 
them out 

In their personalities, the 
two men are near-opposites. 
During their 11% years In tan- 
dem, Mr Pdhl and Mr Schles- 
Inger surmounted initial differ , 
ences and built up a good 
working relationship. But it 
was founded an mutual under- 
standing of each other’s short- 
comings, as well as on respect 
Mr Schlesinger showed impres- 
sive loyalty to a man five years 
his junior, and never issued 
any direct challenge to Mr 
POhl’s authority. But he 
showed every sign of enjoying 


PERSONAL FILE 


1924 Bom in Penzberg. 

1949 Joined IFO economics 
research institute in 
Munich. 

1952 Joined Bank Deutscher 
LSnd, the forerunner of 
the Bundesbank. 

1964 Head of Bundesbank's 
economics and statistics 
department 

1972 Becomes member of 
Bundesbank directorate. 

1980 Appointed Bundesbank 
vice-president 

1990 Becomes Bundesbank 
president 


the Number One spot when- 
ever Mr Pdhl was off on a for 
eign trip or on holiday. 

Mr Pohl possesses a begnflr 
ingiy un-Germanic easy-going 
air - which can mask a good 
deal of inner turmoil - and 
affects sometimes exaggerated 
disdain for the formality of a 
central banker’s life. Mr 
Schlesinger. however, is proba- 
bly the more rounded personal- 
ity, partly a result of his less 
disturbed family background. 
One of Mr Sr.hfesinger’s daugh- 
ters and her husband still keep 
going the family glass and por- 
celain business in his home 
town of Penzberg in southern 
Bavaria. 


Mr PQhl’s hedonism (he is 
reputed to know the difference 
between 200 sorts of grappa) is 
as well-known as Ur Schles- 
inger’s love of mountaineering. 

Within the Bundesbank, bis 
attention to detail is 
fomoiuLAn ™«bng task-mas- 
ter who has railed against the 
transition to word-processors 
and often writes out long 
drafts by hand, he frequently 
puts in a 12-hour day. If subor- 
dinates M to reach his high 
standards, he can show impa- 
tience or even anger. 

One long-standing colleague 
says that Mr Schlesinger has 
the ability to do every job in 
the economic department. 
Emphasising how this helps 
ratter than Impedes Mr Schles- 
inger’s capacity to see the big 
picture, the Bundesbanker 
adds: “He can see both the 
wood and the trees.” 

Another Bundesbank insider 
puts it less charitably: “Schles- 
inger checks everything. P8hl 
will criticise you if thing s go 
wrong but he gives his col- 
leagues free rein.” 

Finding the right relation- 
ship with a particular set of 
colleagues - the other 17 
members of the Bundesbank 
council - will be Mr Schles- 
ingeris most delicate task. Hie 
others, composed of fellow 
members of the Frankfurt- 
based directorate and the presi- 
dents of the Land (state) 
central banks - make interest- 
rate decisions by majority 
vote. 

Mr Schlesinger has just one 
vote, like everyone else. The 
diplomatic Mr Pohl proved 
mainly adept at stewing the 
disparate and sometimes 
highly egocentric council. The 
general view of Mr Schlesinger 
is that he will be more 
heavy-handed. One Land cen- 
tral bank president, although 
an admir er of Mr Schlesinger’s 
abilities, says: “We will no lon- 
ger have a president who 
smooths out disagreements.” 

According to one associate, 
Mr Schlesinger fully realises 
that, hi his new job, he will 
have to be more conciliatory in 


Velvet revolution is fraying 


E ighteen months ago the 
Czechoslovak Commu- 
nist party was swept 
from power in the first free 
elections since 1945. Now the 
party and its many secret sym- 
pathisers still in positions of 
power and influence are 
looking with new hope to the 
elections due next summer. 
Although President Vaclav 
Havel’s lofty ideals are much 
admired, the love and peace 
which radiate from Prague cas- 
tle, his official residence, do 
not seem to have permeated 
the politics and daily life of the 
country. Almost 50 years of 
totalitarian rule have exerted a 
more pervasive psychological 
effect than outside observers 
imagined: Czechs and Slovaks 
to have forgotten not 
about the market econ- 
omy, but about the art 
of democratic politics as 
well 

Civic Forum, which emerged 
as On only organised political 
force of the ^Velvet Revolu- 
tion” of 1988, is divided and a 
plethora of small, poorly -disci- 
plined parties is making It dif- 
ficult for the government to 
carry out its legislative pro- 
gramme. 

President Havel and those 
around him seem mainly con- 
cerned with the arts and for- 
eign policy, leaving economics 
to Mr Vaclav Kfans , the federal 
minister of finance and head of 
the Liberal Democrats who 
split away from Havel’s Civic 
Forum. Klaus is eliminating 
Havel’s men from government 
and the Civil Service, and has 
become the dominant figure 
whom few dare to criticise pub- 


LETTER FROM 



CZECHOSLOVAKIA 
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ider observers see Mr 
Klaus as a well-intentioned 
dogmatist who replaced the 
Idols of Marx and Lenin with 
free-marketeers such as Fried- 


rich von Hayek and Milton 
Friedman. Others maintain 
that his policy is intended to 
sell out Grech industry to for- 
eigners with the money and 
know-how to modernise and re- 
integrate Czechoslovakia Into 
the world economy. 

The main elements of Mr 
Klaus's policy - liberalisation 
of prices, internal convertibil- 
ity of the Czech currency, a 
tight fiscal policy coupled with 
continued wage control, and 
privatisation of trade and 
industry - sound good to 
western economists. 

Domestic observers are move 
critical. They argue that 
announcing price increases 
months ahead of their intro- 
duction on January 1 led to the 
disappearance of certain hash: 
consumer goods, such as pota- 
toes, from the market. As 
every greengrocer, but not the 
minister of finance, could fore- 
see, consumers rushed to boy 
at the prevailing low price and 
producers withheld supplies 
while waiting for the higher 
price. 

A much more serious mis- 
take was to remove price con- 
trols without breaking up the 
food distribution and food pro- 


cessing cartels. These now 
make enormous profits by 
keeping procurement prices 
low and retail prices high. The 
state budget benefits (from 
higher tares on their profits) 
bat, as wage control keeps 
incomes low, consumer pur- 
chases have been drastically 
reduced. The result is that 
agricultural cooperatives can- 
not sell their products - milk 
anti beef in particular. Farmers 
are threatening to blockade 
roads to Prague. 

Critics also attack the intro- 
duction of internal convertibil- 
ity for the Czech crown. AD 
foreign currency proceeds have 
to be offered to the State Bank 
while enterprises can deal with 
foreign suppliers of goods and 
services, and obtain foreign 
currency from the State Bank 
to settle accounts. The policy is 
admirable. The error was to 
devalue the crown to the pre- 
vailing black market level. 

The outward result of this 
radical devaluation to about 50 
crowns to the pound sterling is 
a flood of Austrian and Ger- 
man day trippers who can feast 
and drink at about a quarter of 
the price they would have to 
nay at home. The less-obvious 
effect is that the Germans are 
buying up houses and other 
property through local nomi- 
nees at substantially less than 
a fair market price. 

The undervaluation of the 
crown also has a negative 
effect on Czech industry by 
creating a bander to imports 
and an export subsidy for its 
low-quality products. Not only 

western consumer products are 
barred, hat also machinery and 
equipment needed to increase 
industrial rifidency. 

Privatisation of retail trade 
and small businesses is under 
way but interest rates of more 
than 20 per cent are having a 


paralysing effect on the large 
enterprises which, in prepara- 
tion for privatisation, were 
transformed into inripppnri pnt 
state enterprises. The state 
transferred the fixed assets but 
provided no working capital. 
This, together with the loss of 
Comecon markets, sharply 
reduced output and made it 
impossible to adjust quickly to 
western markets. 

The voucher method of pri- 
vatisation, which enables each 
resident citizen over 18 to 
obtain 85,000 crowns worth of 
industrial shares by paying 
L000 crowns for a voucher, is 
welcomed by present manage- 
ments, but is viewed scepti- 
cally by Independent observ- 
ers. Most managers were 
appointed and promoted by the 
communist regime because of 
their obedience to party direc- 
tives and are unlikely to adapt 
to a market economy easily. 
They welcome the voucher sys- 
tem, expecting that the small 
shareholders will be unable 
to exercise any effective con- 
trol 

In these circumstances, only 
foreign investment could 
achieve an upgrading of man- 
agement and the modernisa- 
tion or conversion of produc- 
tion plants - which is 
indispensable if the economy is 
to switch to western markets. 

But massive foreign invest- 
ment can hardly be expected 
unless political stability is 
achieved and macroeconomic 
management becomes less dog- 
matic and less focused on next 
next year's elections. 


A H Hermann 


The author is DJ Freeman 
senior research fellow m inter- 
national trade law at Queen 
Mary and Westfield College, 
University of London. 


public than during his years as 
vicepresident Already there is 
evidence that, in a new divi- 
sion of roles, he will delegate 
the hardest-line statements (for 
instance on Emu) to his new 
deputy, Mr Hans Tietmeyer. 

Ultimately, however, Mr 
Schlesinger kna*rs that, if he is 
to protect the reputation of the 
Bundesbank and the D-Mark — 
as well as his own - during 
the next two years, he wifi 
have little room for compro- 
mise. Germany is one of the 
few countries where unpopular 
monetary decisions can pre- 
serve a central bank presi- 
dent’s place in history. 
Already, there are signs of 
mounting pressures for an 
increase in the Bundesbank’s 
6.5 per cent discount rate. At 
the last council meeting on 
July II, an the express recom- 
mendation of Mr Pdhl, the 
Bundesbank decided to keep 
interest rates unchanged. It 
would not be a complete sur- 
prise if, at the next council 
meeting on August 15, the 
Schlesinger era were to start 
with a tight ening of interest 
rates. 


Getting serious 
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about inflation 


M ight Mr Alan Green- 
span be the first Fed- 
eral Reserve chair- 
man to restore price stability 
since the 1950s? The idea may 
appear preposterous. Inflation 
psychology is still deeply 
entrenched in the US. With the 
freakish exception of 1986, 
when oil prices halved, con- 
sumer prices have risen by 
more than 3 per cent every 
year since 1967. In 25 years, the 
dollar has lost more than three 
quarters of Its internal pur- 
chasing power. Most forecast- 
ers expect inflation to remain 
entrenched at 4-5 per cent a 
year. 

The pessimists have good 
grounds for expecting little 
progress. They point out that 
inflation spikes of 10 per cent 
or more in the 1970s and early 
1980s unsettled the nation, giv- 
ing the Fed an implicit man- 
date for draconian monetary 
policies. In 1981 Mr Parti 
Volcker, then Fed chairman, 
tightened policy so aggres- 
sively that prime lending rates 
soared to 21.5 per cent. But 
inflati on of 4-5 per cent, runs 
the argument, while quite 
unacceptable in Fr ankf urt, 
simply does not excite strong 
feelings in America. There is 
no support for the kind of pain- 
ful monetary squeeze needed to 
get inflation permanently 
lower. 

Sceptics will add that the 
Bush administration shows 
absolutely no interest In fur- 
ther reductions in inflation. 
Indeed, almost every time Mr 
Nicholas Brady, the Treasury 
secretary, opens his mouth it is 
to call for lower interest rates. 
In Japan and Europe, most 
conservative politicians 
reacted to the inflationary 
1970s by becoming stem advo- 
cates of price stability. Finance 
ministers may not always have 
adopted the right policies but 
their rhetoric, at least, has 
been consistently anti-infla- - 
tionary. The US political di- 
mate is quite d i ffe r en t most 
Republicans stfll believe there 
is a tradeoff between inflati on 
and growth, even in the 
medium term, and most plump 
for more growth. 

Mr Greenspan, being a 
shrewd public servant, has not 
banged the table and/ 
demanded that inflation reduc- 
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ACROSS 

1 Settler needing to stop its 

spread (6) 

5 Yarn of the seashore (6) 

9 Girl showing discretion (8) 

10 Soldier in Spanish city or 
several in ancient Rome <6) 

12 Tantalise by fumbling a set 
point (5) 

13 Unwise to give child coarse 
book (9) 

14 Where saint got out gift (6) 

16 Win seat back without dow- 
ers (?) 

19 Venetian moneylender 
chary with rugby player (7) 

21 Has visions about water- 
containers (6) 

23 Sketch at bottom of page of 
dog with disreputable 
woman (4-5) 

25 Flower of mixed colour it is 
said (5) 

28 Scamp being given some 
extra scales (6) 

27 Drinks giving urge to take 
pleasure-flights ($5) 

28 Savage-sounding yarn (6) 

29 They bear responsibility for 
deposit In river (S) 


DOWN 

1 Cloak for a writer (6) 

2 Expressing praise for arch- 
bishop - a right winger (9) 

3 Relative finding quarter in 
French town (5) 

4 Plan for small body of 
troops (7) 

6 Novel habitat for wild ani- 
mals (3,6) 

7 Quicksilver island to a 
Frenchman (5) 

8 Old African Christian actor 
is leading tenor (8) 

11 Pick out precise place (4} 

15 Happened to capture town 
(4,5) 

17 Stall when it’s time to get 
up (9) 

18 Secret Imparted by oriental 
drunkard to literary school- 
boy (6) 

20 Eag*r to express sorrow (4) 

21 Ship sometimes having 

cargo of sugar CO 

22 Delivers essential compo- 
nent of poetry perhaps (6) 

24 Point in dispute with chil- 
dren (5) 

25 Birds with frilly collars (5) 


The sold tinn to last Saturday's prize puzzle will be published 
with names of winners on Saturday August 3. 
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tion become a higher priority. 
He has, instead, work ed qu ietly 
towards this end. His first term 
as Fed chairman has seen a 
striking reduction in monetary 
growth: M2, the preferred mea- 
sure of broad money, has 
gro w n at about 4J5 per cent a 
year, roughly half the rate of 
expansion under Mr Volcker. 
Whether the squeeze would 
have tipped the economy into 
recession without the shock to 
confidence following Iraq’s 
invasion of Kuwait is uncer- 
tain, but Mr Greenspan was 
certainly willing to risk much 
lower growth. After the reces- 
sion began, the Fed’s interest 
rate cuts did no more than 
restore monetary growth of 
about 4 per cent 

Inflation did not respond 
quickly. Indeed, the energy 
juice spike last year caused a 
temporary Gurge in inflation 
from about 4J> per cent to just 
ova: 6 per cent Then a bunch- 
ing of price increases, includ- 
ing higher excise taxes and 
postal rates, kept the headline 
rate artificially high at the 
be ginning of this year. But, as 
Mr Greenspan noted in last 
week's Humphrey-Hawklns tes- 
timony. the inflation outlook is 
now improving rapidly. Con- 
sumer prices rose at an anneal 
rate of only 2.7 per cent in the 
first half of this year. 

The Fed is now forecasting 
inflatio n of only about 3.5 per 
cent both this year and next 
This apparent stability masks 
steady progress towards lower 
inflati on because the retreat of 
oil prices will exaggerate the 
decline in inflation this year. 

The brightening inflation 
outlook should not come as a 
surprise - even to those who 


dismiss the lagged effectsof 
slower monetary growth. The 
dollar has risen sharply™ 
looks set to appreciate rartber, _ 
especially against European 
currencies- Total labour costs 
are rising at just over 4 pec, 

cent a year, a fun percentage ; 

point lower than before the. 
recession began last July. Pro- 
ductivity gains as the eco- 
nomic recovery matures 
should sharply curb industrial 
cost inflation over the next 28 
months. 

Inflation of 3.5 per cent 
should be achieved without too 
much trouble. The big questi o n 
is whether Mr Greenspan can # 
make further progress. The. 
Fbd's decision not to reduce its 
2,5-65 per cent target ra nge f or 
M2 next year will be regarded 
by some as a sign th at it lacks. 
resolve. But it remains fully 
consistent with further down- 
ward pressure on in flati on. ■ 
Given sustainable real growth 
of perhaps 2.5 per cent, the 
mid-point of the range implies ' 
inflation of only 2 per cent. 
The Humphrey-Hkwkins state- 
ment, moreover, contained the 
following declaration of 
intent: 

“By reducing and ultimately 
eliminating the distortion to 
resource allocation stemming 
from ingoing, generalised 
price increases, a monetary 
policy aimed at achieving price 
stability over time will 
enhance the economy’s poten- 
tial to grow and thereby raise 
living standards.” 

My guess is that Mr Green- 
span will push much harddr 
for a sustained reduction in 
infla tion than most pundits 
suspect Having been renomi- 
nated by the White Housefor a 
second four-year term as Fed 
chairman, he Is now less sus- 
ceptible to political pressure. 
With the recession apparently 
over, he can fret less about 
stabilising the real economy. 
He thus has every incentive to 
seek a place in the history 
books by focusing on price sta- 
bility. The Bash administra- 
tion will continue to have 
shorter-term horizons - but 
don’t assume that the Fed win 
yield every time it cornea 
undo* pressure. We may be on 
the brink of the non-inflafion- 
ary 1990s. 
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APPOINTMENTS 


Sealink 

finance 

director 


insurance activities, has been 
appointed chief executive. He 
succeeds Mr John East, who 
becomes executive deputy 
chairman. 



■ NMB POSTBANK has 
appointed Mr C. Vincent Reilly 
(pictured) as senior general 
manager for the UK and 
Ireland. He will be based in 
London. Mr 
Reilly is gen- 
eral man- 
ager for the 
UK of Alge- 
mene Bank 
Nederland, 
and was 
chief execu- 
tive of ABN 

Ireland 197M& NMB Postbank 
is a subsidiary of Internatio- 
nale Nederianden, which has a 
50 per cent htikting in Hiber- 
nian Tj fe , . r- . 



Mr Bob Holmes (pictured) has 
been appointed financ e direc- 
tor, SEALINK STENA LINE, 
Ashford. He was business con- 
troller, travel service. 


■ Mr Sidney G. CoxweH has- 
been appointed manag in g 
director of UDO HOLDINGS ” 
from August L Mr Michael • 

J- Wright continues as 
chairman and will devote mare 


■ Mr Richard Break has been 
appointed a director of 
BARING INTERNATIONAL 
INVESTMENT. 


■ Lord Joseph has been 
appointed a part-time 
non-executive director of 
METROLANDS 
DEVELOPMENTS, Darwen, 
Lancashire, from August 1. 


■ BUNZL has appointed Hr* 
Paul Twigden as imnagw 
director of its worldwide 
plastics operations. He will -• 
return from New Jersey where 
he is president of Bunzl 

Plastics Inc, managing the 

North Am eric an and 1 
operations. 


MORI board post 


■ Mr David Brooke, a director 
of J.O. Hambro and Co, and 
chief executive of J.O. Hamfcro 
and Partners, has been 

appointed a director of 
GARTMORE AMERICAN 
SECURITIES. 


elected to the board erf 
MARKET & OPINION ’ 
RESEARCH INTERNATIONAL 
OnORl). She is managing 

ODjtotOT of Field & T 9 b, MORPS 

fieldwork subsidiary, ij® 



an associate director. She fates 

fmm Taw m,, ru— 3 - - 


H Mr Chris Coffin has been' 
appointed new business • 
doctor with STRAOTAN- 
AND HENSHAW, a Wdr 
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Jrector-designate of NAAFI- 
(Navy, Army, Air Force 




j^^marhetfng director at 
Services.- 


HIGGS AND HILL CONSTRUC- 
TION HOLDINGS has 
appointed Hr A.C. Akennan 
(picture d) as finance director. 

He Was group finaiy^ rTh-acfor 

of Cegelec Controls. 


■•Mr Terry Rochester late * 1 
j* promoted on July. 29 to cfafef 
WWengfoeertothe •. 

department OF " • 

THANSPORT, succeeding Mr 
Jack Parker who fa rettfi* ' : 
^Rochester Is director, W^st 


■ At GUIDEHOUSE GROUP 
Mr Derek Bell, a main board 
director responsible for 


Programme drrfgkm. 

® Dr CJ? JJ, Ogbonme has ■ 








